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A Banker’s Diary 


THE sudden and untimely death of Sir Kingsley Wood was announced as this 
issue goes to press. There is universal agreement that the nation’s finances 
have been conducted with outstanding success and ability 

The Late since Sir Kingsley assumed the post of Chancellor of the 
Sir Exchequer in June 1940. His period of office has seen such 
Kingsley Wood important financial innovations as the system of post-war 
credits, the invention of Treasury deposit receipts, the 

adoption of food subsidies as a means of price stabilization and the deduction 
of income-tax at source from wages and salaries. It has also seen the publica- 
tion of the invaluable Budget White Papers produced by the Central Statistical 
Office, whose work will be as indispensable in peace as in war for the guidance 
of economic policy. Sir Kingsley Wood’s budget of April 1941 inspired 
universal confidence as the first real war budget and it was distinguished by 
the presentation of the budget for the first time as a piece of economic planning. 
In the three momentous years during which Sir Kingsley was in charge of our 
finances, revenue more than kept pace with the enormous expansion in our 
war expenditure, interest rates were still further reduced and, with the aid 
of rationing and price controls, the war against the ever-present menace of 
inflation was waged with conspicuous success. It is a tragic coincidence that 
on the very day of his death he was to have presented to Parliament the new 


“pay as you go ”’ plan. 


WHILE the presence of the Chancellor, the Home Secretary and Lord Keynes 
would alone have been sufficient to mark the centenary celebration of The 
Economist as a national event, a point of special interest to 


The banking circles is that the luncheon provided the occasion for 
Governor one of Mr. Montagu Norman’s very rare public utterances. 
on “The Bank of England and The Economist,’ said the 


The Economist Governor, “ are old friends, interested primarily in the same 

field of affairs. We welcome informed and instructed advice 
and remain on terms of friendship with our critic. Our interest in this celebra- 
tion is increased by two special circumstances. The first is that it very nearly 
coincides with the centenary of the Bank Charter Act. Next year will be the 
hundredth anniversary of Peel’s Bank Charter Act. Bagehot, perhaps the 
greatest hitherto of The Economist's editors, used to insist that the importance 
of that Act was exaggerated, and that the controversies which it excited 
diverted attention from more important things. That may be so ; nevertheless 
the Act governed the note issue for eighty years and constituted a landmark 
in the progress of the Bank from being one commercial institution among 
others to its position as a central bank operating as a public institution with a 
unique function ; and that period witnessed and contributed to the financial 
domination of the country. The other circumstance is that Bagehot more 
than any other single individual promoted and directed this transformation, 
and did it as editor of The Economist. Lombard Street may have been the 
kiss by which the fairy prince awakened the sleeping beauty to the con- 
sciousness of her true mission, but for years before that Bagehot had been 
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the leader of those who were thinking out the implications of the position and 
were providing an explanation for the empirical handling of successive crises, 

“In this hundred years which we are celebrating today there have been 
many changes. When I look back to the earlier issues of The Economist, | 
find that it was much more a newspaper for and of the City than it is now. 
Leading articles occupied only four or five pages, and most of them were 
devoted to financial or commercial subjects. The great bulk of the paper was 
devoted, as Sir Walter Layton has said, to domestic news, including the list 
which Sir Walter gave and including, too, Court and aristocracy. Half way 
through the century, the distribution of interest and subjects changed ; many 
of these sub-heads (if I may call them so) disappeared, and the money market 
was promoted to first place. Since then there has been a gradual shift of 
emphasis in the treatment of affairs. 

“I have said that the Bank welcomes informed and constructive advice. 
I think that I may go further, and say that the City as a whole welcomes it, 
and for this reason I personally feel some regret at the diffusion of The 
Economist’s interests ; we should value, or at any rate I should value, a greater 
concentration on the affairs which were its first interest, the affairs of the City. 
In the City we may not discuss our affairs in public, but it is not to be inferred 
that we are over self-satisfied or deaf to critical advice. 

‘“ There is one othercomment which I have tomake before my allotted five 
minutes run out. No other country has a journal like The Economist, and that 
is in large measure why we meet here today to do you honour ; and no other 
country has a bank quite like the Bank of England. Both retain the form, 
as you, Sir, have described it, of privately-owned institutions, while performing 
an important public service. It may be that it is because they have this form 
that they have been able to adapt themselves so readily to changed and chang- 
ing conditions. If I may quote Bagehot, contrasting the governmental control 
of the Bank of France with the freedom of the Bank of England, he said: 
“In England we can often effect by the indirect compulsion of public opinion 
what other countries must effect by the direct compulsion of Government.’ 
It is an advantage which we should be slow to sacrifice.” 

In responding to the toast, Mr. Geoffrey Crowther deprecated any sugges- 
tion that there had been a change in the paper’s character, saying: “I am 
often commended or criticized—usually criticized—for the ‘ innovations’ in 
the paper today, and I am not sure that the Governor did not have something 
of the sort in mind in what he said a few moments ago; but there are no 
innovations in The Economist of today. It was never intended to be a specialist 
organ ; it was always intended to be, as its sub-title said, a political, literary 
and general newspaper.’’ A commemorative pamphlet has been issued con- 
taining all the centenary speeches, as well as the special articles published in 
the centenary issue. 


THE fairly common belief that after this war Britain will be a debtor and not 
a creditor nation is flatly challenged by some reassuring estimates of our 
overseas position put forward by Mr. Nicholas Kaldor in the 

Britain current Economic Journal. In the first place, he points out 
Still a that Lord Kindersley’s estimate of £3,725 millions for our 
Creditor ? overseas investments in 1938 does not include investments in 
Eire. Allowing for these and for holdings of gold and foreign 
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exchange, and also taking into account the appreciation of dollar securities 
in terms of sterling at the outbreak of war, the nominal value of our total 
overseas assets becomes £4,600-4,700 millions, while their market value may 
have exceeded £5,000 millions. It is with this latter figure that one must 
compare the estimated adverse balance, from the outbreak of war to the end of 
1942, of £2,350 millions. 

More significant, and more reliable, than capital values is the position 
on income account, but here again, it is shown, there is no reason for despair. 
The £2,350 millions deterioration in our external position is estimated to have 
been divided as follows: loss of gold and foreign exchange, £650 millions ; 
sales of securities, £875 millions; accumulation of sterling balances and 
interest-free loans, etc., £825 millions. Assuming an average return of 4 per 
cent. on the lost securities and of 1 per cent. on sterling balances, the loss of 
foreign income would be no more than £41 millions per annum. Allowing for 
funding of sterling balances at 3 per cent. and assuming that liquidation 
continues at the same rate until end 1944, the annual loss would become 
{98 millions. Since factors such as the devaluation of sterling would have 
raised the sterling income from the pre-war holdings considerably above the 
{200 millions of 1938, “‘ it does not seem too sanguine to assume that we shall 
retain about {100-£120 millions net income from foreign investments after 
the war.’’ In the meantime, our actual overseas income for 1942, allowing 
for a loss of £25 millions on European and Far Eastern investments, is placed 
at £140 millions. 


At {731.6 millions, the combined advances of the clearing banks have now 
for the first time actually fallen below the low point touched in the depression 
of the early ‘thirties, namely £735 million in January 1934. 

In the light of this further drop in advances, the absence 

Advances of any addition to investments once again suggests that, 
Now Below except during the special savings drives, Treasury deposit 
gy receipts are likely to provide virtually the entire counterpart 
—_— of any further expansion in bank credit. Owing to a con- 
traction of nearly £17 millions in money market assets, T.D.R. 

holdings in August rose by as much as £57 millions, compared with a rise of 
only £42.1 million in deposits. This makes it virtually certain that by the 
end of September T.D.R. holdings will for the first time have risen above 


Change on: 


Aug., Month Year 
1943 £m. {m. 
Deposits .. aa at 3,070 + 42.1 + 365.4 
Cash ae ‘a a 383.1 + 7.8 + 31.8 
Call Money + es 155-7 — 4-7 + 22.5 
Discounts ae ae 231.6 — 12.3 — 51.8 
pe ae - 950.5 + 57.0 + 322.5 
Investments *s a 1,162.4 + 0.3 + 80.9 
Advances on “es 731.6 —iIl.!I — 51.9 


the {1,000 millions mark. Since the turn of the half-year, the expansion in 
deposits seems to have been on almost exactly the same scale as in 1942, namely 
an increase of {66.5 millions in “ effective ’’ deposits, allowing for a decline 
of {26.1 millions in cheques and balances but making no adjustment for items 
in transit. 
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THE meteoric progress of Cater, Brightwen and Co., Ltd., has been carried a 
stage further with the acquisition of Messrs. Daniell, Cazenove. Through the 
absorption of Brightwens in October 1939 and of Roger 
Cater Cunliffe in July 1941, Messrs. Cater had already shot up to 
Brightwen fourth position in the market, with a status approximating 
Expansion much more closely to that of the three public companies than 
to any of the other remaining private units. The next set of 
balance sheet figures will be awaited with exceptional interest to see whether, 
in virtue of this latest absorption, Cater Brightwen now rank third instead of 
fourth, thus challenging the supremacy of the three public companies for the 
first time. At the end of April last, it will be recalled, Messrs. Caters’ balance 
sheet total, having almost doubled within two years, stood at over £46 millions, 
or within £6 millions of the figures published by Alexanders Discount at the 
end of 1942. Though only the senior partner of Messrs. Daniell, Cazenove 
(Mr. Geoffrey Averell Daniell) is actually joining the board of Cater Brightwen, 
the two remaining members of the former firm become alternate directors 
and hence are obviously not withdrawing their funds from the market. Since 
the resources of Daniell Cazenove were sufficient to support a book of well 
over {6 millions, the chances seem to be that Cater Brightwen will step into 
third place among the “ Big Four.” 

No indication has been given that any increase is intended in the capital of 
Cater Brightwen, whose present published resources (including the balance of 
profit and loss) are £1,882,545. In due course it seems reasonable to expect 
that the concern will become a public company. Now that the concern is one 
of the leading units in the market, too, it would be helpful if the balance 
sheet date could be changed to December 31 to bring it into line with the other 
discount houses. Such a change would have a threefold advantage at the 
present time; figures indicating the effect of the latest absorption would 
become available in three months instead of seven; a direct comparison 
would become possible with Alexanders Discount ; and it would be possible 
for students of the market to compile composite figures for the four leading 
units. 


Ir seems not impossible that this latest merger will complete the 
market consolidation movement. Since 1930, the constituents of the 
market, apart from the two running brokers, have been 
Discount Market reduced from twenty-four units to no more than eleven, 
Consolidation of which the smaller members have been considerably 
Complete? strengthened by the recent increases in capital. The process 

of consolidation has been as follows : 


Businesses Discontinued 
Baker, Duncombe & Co., Ltd. 
William P. Bombright & Co. 
Brocklebank & Co., Ltd. (formerly Brocklebank, Hoare & Brown) 
Fairfax & Co., Ltd.* 
Lyon & Tucker 
Henry Sherwood & Co. 


* Discontinued as bill brokers 
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Amalgamations and Absorptions 
Brightwen & Co., Ltd. .. Absorbed by Cater & Co., Ltd., to form 
Cater, Brightwen & Co., Ltd. 
Roger Cunliffe, Sons & Co. \ Absorbed by Cater, Brightwen. 


Daniell, Cazenove & Co. af 

Reeves, Whitburn & Co., Ltd. Absorbed by National Discount. 

Hohler & Co. .. .. Absorbed by Gillett Bros. Discount Co., 

Jones & Brown a .. Absorbed by Ryder & Co., now Ryders 
Discount Co., Ltd. 

po Sah A ae \ Merged in King & Shaxson, Ltd. 


The remaining members of the market and their capital and reserves, where 
published figures are available, are shown below. It is not implied that the 
various units necessarily rank in the order shown in respect of total resources 


£ £ 


Union Discount .. .. 3,750,000! Ryders Discount ‘a 750,000 
National Discount .. 2,400,000? Gillett Brothers a0 595,000 
Alexanders Discount .. 2,000,000% King & Shaxson aa 550,000 
Cater, Brightwen .. 1,300,000 Allen Harvey & Ross .. — 
Smith St. Aubyn .. 820,000 Jessel Toynbee - — 


_Seccombe, Marshall & Campion 


1 Excluding Balance of Profit and Loss ae £265,407 
rs ” ” ” oe £223,399 


—_ m ‘ £582,545 
* Undistributed profits included v1 2 log mans and deposits ilem. 


THE August clearing bank return contains a statistical change that will be 
regretted by students of the figures. Hitherto, both Lloyds Bank and Martins 
Bank had shown “items in transit”? as a separate entry 
sit Martins Bank have now discontinued this practice. While 
ems in wniformity is certainly desirable for its own sake, one would 
Pg lI have preferred that this should come about through the 
Change e™ aining banks adopting the more informative method of 
presentation, rather than the other way about. It may seem 
that the item is a small one, but from time to time it can in 
fact appreciably modify the impression given by apparent changes in the 
figures of advances. Thus, between July 1939 and July 1941, the items in 
transit shown by Lloyds and Martins increased by about {8.5 millions. Since 
it seems reasonable to suppose (on the basis of relative deposits) that the true 
change for the banks as a whole is about 4} times as great, the indications are 
that the fall in effective advances was some £30 millions greater than the 
apparent decline of {128.5 millions shown over this period. The presumption 
is that most of Martins’ items in transit (£3,208,000 in July) have now been 
incorporated in the advances figure. Since the latter item is nevertheless 
slightly lower on the month, it would appear that for the banks as a whole 
the true decline in advances during August was rather greater than the quite 
considerable drop of {11.1 millions actually shown. 
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Far and away the most enlightened comment on the Keynes and White 
Plans to have come out of America is contained in an article by Professor 
Jacob Viner to be published in the autumn issue of the Yale 

Reviews. While the special distinction of the article is the 

Professor balanced and penetrating treatment of monetary problems in 


ings general that one expects from this writer, some of Professor 

Path om Viner’s observations on specific aspects of the two plans 

I y ° be ° ’ 

' aan deserve careful attention. Thus, he estimates that the Keynes 
c ~ 


plan formula would give this country anything from about 

20 per cent. to Over 30 per cent. of the total votes, and the 
United States not more than 12 per cent., whereas the American formula 
might give Great Britain (including the Crown colonies) something under 
15 per cent. and the United States more than 25 per cent. (Under the revised 
version, Of course, the voting power of any single state has now been limited 
to 20 per cent.) “It goes without saying,’’ observes Professor Viner drily, 
‘that neither formula deserves serious consideration.” 

It is argued that in practice the Keynes plan would probably produce 
the same excessive rigidity of exchange rates as the White plan. To obtain 
sufficient flexibility, Professor Viner suggests, reductions in the exchange 
value of currencies should be permitted with the approval of 30 per cent. of 
the total votes, exclusive of those of the country concerned—a proposal which, 
it is pointed out, would have the additional merit of putting small countries 
more nearly On a par with the larger. Professor Viner deprecates the idea of 
loading up the international monetary body with a number of conflicting 
functions and argues in particular that the liquidation of ‘“‘ abnormal war 
balances ”’ should be treated as a separate long-term financial operation to be 
handled by quite a different agency. On the subject of exchange restrictions, 
Professor Viner acknowledges that Lord Keynes would have exchange controls 
used only for virtuous purposes; but he points out that controls are by their 
nature a dangerous instrument and questions whether, in a reasonably ordered 
world, hot money need be any more of a problem than before 1914. Gold 
producers may be reassured, but will hardly be flattered, by the conclusion 
that, since the American special interest in gold is primarily to protect the 
value of existing stocks, while the British Empire special interest is primarily 
to protect the prosperity of the gold mining industry, we must expect that 
any international agreement will be a compromise providing excess protection 
for both sets of special interests. 


On account of paper restrictions it has been necessary, as readers will have 
noticed, still further to reduce the size of “‘ THE BANKER.” In spite of the 
fewer number of pages, however, it has been possible, by 
Slimmer means of a reduction in the size of type, to provide virtually 

‘* Banker ’’ the same amount of reading matter. 
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The National Savings Movement 


The Editor of Turk BANKER has asked me to contribute an introduction 
to the article which follows, dealing with the origin, constitution, development, 
and activities of the National Savings Movement. I am glad to accede to 
his request because, though the appeal of the National Savings Movement 
must by now be well known to almost every person in the country, com- 
paratively little is known of the wide-spread organization which is responsible 
for making it. 

In December, 1939, I wrote a letter to the Tzmes on the subject of voluntary 
versus compulsory saving, in which I said : 

‘Whatever people may say, there has certainly in our lifetime never 
been a cause for which we have fought that has commanded the volume 
of conviction of right that this does. It appeals to the very soul of man ; 
it brings out from the most callous the desire to do his best to aid in the 
defeat of this mass of evil. The conscience of the nation is outraged, 
and from that fact there flows a stream of sympathy and a feeling of 
human kindliness towards the oppressed and a loathing of the oppressor 
that is unparalleled. But it is one thing to have one’s feelings roused ; 
it is another, as a result, to take action.” 

I think it can be justly claimed today that so far as savings are concerned 
action has been taken, through the National Savings Movement with its 
widespread voluntary organization. 

In the conduct of the campaign in all parts of the country, bankers have 
given consistent and valuable aid in a variety of ways. That help has been 
greatly appreciated, and I am glad to avail myself of this opportunity of record- 
ing my gratitude. 

KINDERSLEY 


of the most important achievements of his long career the inception, 
in he year 1916, of the War Savings Committee, which played a 
prominent part in the first world war and, under the title of the National 
Savings Committee, was destined to have far greater success in the second. 
As Chancellor of the Exchequer, it became Mr. McKenna’s task to interpret 
the desire of the Government of the day that means should be found by which 
the mass of the people might have wider opportunities of investing in Govern- 
ment securities, and he appointed a Committee on War Loans for Small 
Investors under the chairmanship of the late Mr. E. S. Montagu, then 
Financial Secretary to the Treasury. That body recommended that a Com- 
mittee should be established to undertake propaganda work on behalf of 
Saving and to set up Investment Societies appropriate to the needs of small 
investors; that a security suitable for purchase by such investors, either 
outright or by instalments, should be provided ; and that a Central Committee 
should be set up to advise upon and approve the financial details of schemes 
for such Investment Societies. 
Mr. McKenna, on behalf of the Government, immediately accepted these 
recommendations. The War Savings Certificate was provided as a suitable 


Worth: Mr. Reginald McKenna died recently, the Press marked as one 
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security for small investors, and the two suggested Committees came into 
being. Very soon they were amalgamated under the title of the National War 
Savings Committee with Mr. R. M. Kindersley (now Lord Kindersley) as 
Chairman. The “Investment Societies’? recommended by the Montagu 
Committee were set up under the name of ‘‘ War Savings Associations” ; 
they quickly secured a considerable measure of popularity and at the end of 
the war numbered 42,000. Today there are more than 300,000 of these National 
Savings Societies operating in all parts of the country ; we know them now 
by the more popular title of “‘ Savings Groups.’ 

When the Committee commenced its operations, in two small rooms lent 
for the purpose by a Government office, everyone concerned looked upon it 
purely as a wartime organization. No one anticipated that it would have a 
part to play in the post-war world, and still less did anyone imagine that the 
Savings Movement would develop into the huge organization which virtually 
covers the whole country today. There is indeed an element of romance in 
the extraordinary growth of the National Savings Movement. For, let it be 
emphasized, it is a Movement, and one with a strong democratic element, 
though at the same time it is a Government department, served by a Civil 
Service staff. This peculiar amalgam is surely unique. One can think of no 
precedent for such a combination; but it has been amply justified by the 
results obtained. 

Broadly speaking, the Movement may be said to have two aspects, one 
of which appeals to the economist, and the other to the sociologist. The 
economist views the promotion of saving in relation to the nation’s fiscal 
programmes ; the sociologist, on the other hand, sees it as an instrument for 
improving the general level of our national life. The Savings Movement is, 
in fact, at once utilitarian and idealistic—although the demands for provision 
of almost incredible sums of money for urgent war purposes Create a tendency 
to forgetfulness of the Movement’s ethical side. When the original Committee 
was established, the tasks allotted to it were both to dissuade people from 
unnecessary expenditure, and to raise money for the prosecution of the war. 

3y the end of the last war—if we include the results of the 191g Victory Loan 
and the Funding Loan—the Committee had been responsible for raising a total 
of £4,728,741,000. With great foresight, the Government then decided to 
maintain the War Savings organization. The Movement faced a tremendous 
task, for large numbers of its wartime adherents, attracted to it by a patriotic 
call, fell away as soon as the war was over. Many of the War Savings Associa- 
tions, likewise, were dissolved ; within a comparatively short time there were 
only 18,000 left. In these unfavourable circumstances, the National Savings 
Committee was confronted by a particularly difficult problem—that of 
“selling ’’ the idea of accumulating savings with the object of wise spending 
in the future. The schools provided the most promising opportunities, and to 
this side of the work much attention was paid. At the same time, in con- 
junction with employers, savings schemes for the provision of pensions were 
launched. 

Today over a third of the population of the country is closely associated 
with the Movement as group members. Holders of savings certificates now 
number over 17 million and there are 19 million depositors in the Post Office 
and Trustee Savings Banks, while over 600,000 persons are active honorary 
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workers. Yet although the Movement impinges upon the lives of so large a 
section of the population, not everybody has a clear idea of its constitution 
and how it operates. The object of this article is to set out briefly how the 
Movement works. 

The National Savings Committee covers England and Wales; Scotland 
has its own Scottish Savings Committee and the Ulster Savings Committee 
functions in Northern Ireland, all, of course, co-operating to the fullest extent. 
The King and Queen are Patrons of the National Savings Movement in England, 
Scotland and Wales, while the Duke and Duchess of Abercorn are similarly 
at the head of it in Northern Ireland. Lord Kindersley is the President of 
the National Savings Committee with Lord Mottistone and Sir Theodore 
Chambers as Vice-Presidents. Sir Harold Mackintosh is the Chairman, with 
Sir Charles Mander and Mr. George Gibson as Vice-Chairmen. Lord Alness 
is at the head of the Scottish Committee and the Lord Chief Justice of Northern 
Ireland, Sir James Andrews, presides over the Ulster Committee. 

The National Savings Committee itself, is the central controlling Committee 
of the Movement. The members are appointed by the Lords Commissioners 
of the Treasury, but the inclusion of an element directly representing the 
Savings workers throughout the country gives the Movement a markedly 
democratic character. To the number of eighteen, these elected members are 
chosen from the twelve regions into which the country is divided for National 
Savings purposes, and by six of the great cities. The nominated members all 
represent some phase of activity connected with Saving. They include the 
Treasury itself, the joint stock banks, the Trustee Savings Banks Association, 
the Post Office Savings Bank, the stockbrokers, the Board of Education, the 
Ministry of Health, the Association of Education Committees, the National Union 
of Teachers, the General Council of the Trades Union Congress, the Institute 
of Municipal Treasurers and Accountants, the Chief Registrar of Friendly 
Societies, the National Debt Office and the Women’s Voluntary Services. 
Field Marshal Sir Cyril Deverell sits upon the Committee as an Honorary 
Director of Savings in the Army and Royal Air Force, and in that capacity 
represents a very active sphere of National Savings work. 

To further the democratic element still more, the Local Savings Committees 
throughout the country, which number 1,320, elect representatives to attend 
a general assembly of the workers of the Movement, convened annually for 
the purposes of discussion and stimulation, under the title of the National 
Savings Assembly. The Local Savings Committees themselves are strongly 
representative bodies, usually including in their membership high municipal 
figures, bank managers, educationalists, industrialists, trades unionists and 
the like. Much of the actual work is done, in traditional British fashion, by 
Sub-Committees. Particularly important, now that so much saving comes 
from factories and workshops, are the Industrial and the Trades Union 
Advisory Committees, the former paying attention to the provision of savings 
facilities by managements, and the latter keeping in touch with helpers on 
the workers’ side, such as shop-stewards and works group officers, who, with 
the cordial and declared approval of the Trade Unions voiced through the 
Trade Union Congress, give assistance to the Movement. In this regard, the 
appointment of Mr. George Gibson, a former Chairman of the T.U.C., as a 
Vice-Chairman of the National Savings Committee has been particularly useful. 
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The official staff numbers 1,600, among whom is a Commissioner in each 
of the twelve regions into which England and Wales are divided. These 
Commissioners are responsible for areas which may comprise several counties, 
with Deputy Commissioners for sub-divisions and Assistant Commissioners 
who do the field work. All these maintain close contact with Local Savings 
Committees, help in the organization of campaigns and special drives, act as 
liaison officers in the work, and are available for assistance and advice in all 
matters relating to the War Savings Campaign generally. The Group 
secretaries and collectors, together with the voluntary workers who staff 
450 War Savings Centres, form the conduit through which the subscriptions 
of their members or “‘ customers’”’ are directed into the channels of War 
Savings. As a rule their functions concern what are termed small savings, 
i.e Savings Certificates, Defence Bonds, and additions to the balances due to 
depositors in the Post Office Savings Bank and the Trustee Savings Banks. 
The term “large savings’”’ is used to embrace National War Bonds and 
Savings Bonds, both of the Bank of England and the Post Office and Trustee 
Savings Bank issues, together with loans free of interest. 

In most of the Regions, there are Regional Industrial Officers and Regional 
Publicity Officers, whose duties, as their titles indicate, are in the one case to 
promote the organization of saving in industry, and in the other to see that 
the Movement does not languish “through lack of publicity. The National 
Savings Committee is probably the biggest advertiser in the country, both in 
the press and on the hoardings, and its appeals must be considered and pro- 
moted with great care. They must strike the right note at the right time, 
which is by no mewns easy. Generally, however, the Committee’s publicity 
has met with acceptance and very obviously it has succeeded. 

The present War Savings Campaign was launched on November 22, 193¢ 
rather less than three months after the declaration of war, and no time aa 
lost in getting the Savings machinery throughout the country into full activity. 
The patriotic appeal formed the foundation of the campaign and the widespread 
use of the slogan, ‘‘ Lend to Defend the Right to be Free,’’ was thoroughly 
justified by the reaction of the public. The campaign had to be carefully 
balanced between publicity on the one hand and organization on the other. 
While a bold and strong appeal backed by all the arts and ingenuities of the 
publicist would bring results, and probably bring them quickly, such results 
might be only sporadic unless they were supporte ed by adequate organization. 
In order, therefore, to cultivate the widest possible field and ensure the 
maximum yield of the right type of money throughout the campaign, the 
Committee at once, and with great energy, started to develop the Savings 
Group system. The Savings Groups not only induce people to save but— 
what is much more cn, atngseet they make for regular week-by-week saving, 
which for one thing ensures a steady flow of money to the E xchequer and, for 
another, makes saving a habit - rom the material angle they have high value 
but, additionally, they have a psychological influence which has had striking 
if intangible results. In the earlier stages of the war, when men and women 
were anxious for some war activity, the Groups provided them with an oppor- 
tunity for service which they could fit into the pattern of their everyday life. 
This factor, indeed, had some ‘thing to do with the rapid advance of the Group 
movement. It provide «| openings for service for the civilian population and 
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more particularly for those who had reached maturer years. Then, again, 
the Groups gave a sense of corporate activity. In the works and factories, in 
the schools and even more pote eK in the streets, the Groups brought people 
together, and in many areas the Savings Group became the centre of a variety 
of ‘social and other activities. 

Today these Groups cover virtually the whole of the country. It is difficult 
to find a place of employment of any size in which there is not at least one 
Group ; almost all the schools have their Groups, and in many districts every 
street is covered by one or more. In all, there are well over sixteen million 
Group members paying in their contributions week by week, the great majority 
of them taking a keen interest in increasing Group totals by drives and com- 
petitions. This constantly expressed co-operative action cannot but have a 
sound influence upon public morale, while the fact that such a large proportion 
of the population has now a tangible stake in the country exerts a powerful 
stabilizing influence. For, as Sir Theodore Chambers observed last month, 
the small investor now owns, either directly or through building societies, 
friendly societies, trade unions and the like, capital approximately equivalent 
to one-third of the National Debt. 

The Savings Movement has consistently resisted the suggestion that it 
should fix quotas for individual savings and follow the example of America 
with its appeal for ten per cent. of income all round. The argument against 
such a quota is that there is no similarity in the essential commitments of any 
two men, and, moreover, the Movement is and always has been careful to 
encourage local initiative in accordance with local circumstances. Hence 
the growth of the Savings Leagues, and more particularly of those which have 
come to be known as ‘‘ Bob in the Pound Leagues,” has been a spontaneous 
development. The basic appeal is that workers should save one shilling in 
every pound of their net wages, after such items as income tax, health and 
unemployment insurance, superannuation deductions, etc., are paid. This 
simple plan has had remarkable success in a number of places and other 
schemes having a competitive basis are in operation with varying but generally 
satisfactory results. The Savings League system is developing fast. 

In the great major drives organized by the National Savings Committee 
of which, so far in this war, there have been three, i.e. War Weapons Weeks, 
Warship Weeks, and Wings for Victory Weeks) the Groups have played a 
prominent part, and by concentrated efforts have frequently raised sums which 
beforehand would have seemed incredible. There has been some criticism of 
these drives on the ground that they involve a gi 0d deal of what, for want of 
a More expressive term, the critics describe as ‘‘ ballyhoo,”’ and that much of 
the co would be forthcoming without such exhibitions of pageantry and 

our. Lord Kindersley, however, strongly defends such campaigns. Ex- 
perience, he says, has proved that but for the stimulus of these major occasions, 
muc ¥ of the money would not become available, and this, he asserts, applies 
not merely to small savings but to institutional saving as well. The appeal to 
local patriotism and civic pride, coupled with the creation of Committees for 
individual trades, has proved a powerful magnet. Similarly, the “ small”’ 
saver has been induced to draw upon his resources and has produced money 
which has, perhaps, been hoarded for years—for the War Savings Campaign 
has surprisingly proved that, even with the widespread banking facilities of 
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today, hoarding on a considerable scale has been prevalent, especially in the 
rural and semi-rural areas. The story of the three major drives is one of 
astonishing achievement. Here are the figures : 


Small Large Percentage of 

Savings. Savings. Total. Small Savings. 
War Weapons Weeks.. £141 Mm. £328 m. £469 m. 30.1 
Warship Wecks £141 m. £404 m. £545 m. 25-9 
Wings for Victory £179 m. £436 m. £615 m. 29.1 


It is worth noting that the duration of these drives has grown smaller 
each year. Thus, War Weapons Weeks in 1940-41 were spread over nine 
months, and Warship Weeks in 1941-42 over six months, while Wings for 
Victory Weeks, this year, were compressed into a period of only four months. 
Yet, as the figures show, briefer duration has not meant diminished yield, 
thanks to a greater degree of enthusiasm on each successive occasion. Further 
justification for these special Weeks may be found in the fact that, when they 
have passed, a great body of new recruits to saving has been enlisted. The 
Weeks have a permanent value. 

Why do people save? Without doubt, the first and chief reason is the 
patriotic one. They sincerely desire to help the country. The altruistic motive 
transcends the material. Many continue to save because they have developed 
the habit and have become enthusiastic in it. Further, they want to support 
their relatives and friends in the Armed Forces and some are accumulating 
nest eggs for the return of those who are serving. In the main, they are not 
greatly concerned with the accumulation of interest on their money, and they 
do not quarrel because the return is so much lower than it was in the last 
war. The more thoughtful have been led to realize that saving is the best 
antidote to the dangers of inflation. All these factors, and probably others, 
are present in the public mind in varying degrees, and all of them have con- 
tributed to the raising of well over £6,000,000,000 in less than four years 
surely the most striking financial achievement in our history. 

The accompanying tables give a compact picture of the Movement’s work. 


NUMBER OF CERTIFICATES SOLD 





15/- Issuz 
Number Value 

1939 November 22—December 31 31,610,728 23,708,046 
1940 January—March 50,511,823 38,108,867 
April—June.. 71,124,606 53,343,455 
July—September 55,530,206 41,689,055 
October—December 3,043,412 47,282,559 
1941 January——March 9,829,925 52,372,444 
\pril—June 64,022,031 63,400,973 
July—Septeml 67,205,824 50,449,308 
October— December 79,505,042 52,579,232 
1942 January—March 114,305,864 35774398 
April June tia 81,007,257 60,755,443 
July—Septembei 70,835,979 53,126,978 
Octobe December 73»4092,237 55,051,078 
1943 January—March 92,312,979 60,234,734 
April—June.. 126,598,733 94,949,054 

£1 IssuE 
943 January—March .. e a 8,498,223 8,498,223 


April—June.. ~ 


11,910,769 


11,910,769 
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WAR SAVINGS CAMPAIGN—AMOUNTS RAISED 


First 
Year 
Nov. 22, 
1939, to 
Nov. 21, 
1940 


4 
National Saving 
Certificates Sales .. 184,499,071 
3%, Defence Bond Sales 179,680,910 


Second 
Year 
Nov. 22, 
1940, to 
Nov. 21 
1941 

4 


219,500,914 
183,886,086 


, 


Third 
Year 
Nov. 22, 
1941, to 
Nov. 21, 
1942 


£ 


252,698,984 
147,316,660 
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Post Office Savings 
Bank imcrease in 
Balances 89,714,000 


Trustee Savings Banks 
increase in Balances 

ToraL ‘‘ SMALL ”’ 
SAVINGS 


21,039,000 


475,532,981 


168,545,000 


42,331,000 


615,063,000 





3% War Loan 


302,528,000 _ 





179,040,000 


48,899,454 


627,955,098 











Total 
Fourth 3 years 
Year and 
(9 months) 9 months, 
Nov. 22, Nov. 22, 
1942, to 1939, to 
Aug. 17, Aug. 17, 
1943 1943 
£ £ 
243,202,654 899,901,623 
109,121,135 620,004,791 
171,221,000 608,820,000 
48,665,527 162,034,981 
572,210,316 2,290,761,393 
— 302,528,000 














24% National War 

Bonds (from June 

25, 1940) ++ 342,774,375 716,340,928 552,455,719 515,034,928 2,127,212,450 
3% Savings Bonds 

(from Jan. I, 1941) = 395,065,314 523,337,002 407,176,100 1,326,179,016 
Loans free of Interest 22,907,131 18,184,089 10,731,726 6,816,803 58,639,749 
TotaL “ LARGE” 

SAVINGS 668,210,006 1,130,196,331 1,086,525,047 929,627,831  3,814,559,215 
GRAND TOTAL - 1,143,742,987 1,745,259,331 1,714,480,145 1,501,838,147 6,105,320,610 
SAVINGS GROUPS AND NUMBERS OF SAVERS 

Nov. 30 Nov. 30 Nov. 30 Nov. 30 June 30 
1939 1940 1941 1942 1943 

Number of Savings Groups in 

operation : 
England and Wales : 

Places of Employment. . 12,218 79,085 90,666 85,745 85,877 

Schools . wa “< 23,698 29,857 30,663 30,589 30,988 
Streets and Villages 5,511 41,803 68,451 121,729 128,117 
Social Organizations } 32,486 25,591 25,206 
Friendly Societies — 1,649 2,060 2,006 1,968 
H.M. Forces 765 3,412 11,710 16,815 19,831 
TotaL ENGLAND AND WALES 42,192 156,406 236,036 282,475 291,987 

SCOTLAND i 3,206 9,404 13,1306 15,277 16,592 
NORTHERN IRELAND a= 1,550 2,901 5,004 5,331 

GRaND TOTAL 45,398 167,420 252,133 302,756 313,910 
Estimated Group Membership 1,800,000 9,500,000 13,200,000 15,600,000 16,500,000 
Estimated ‘“‘ Live’’ Holdings of 

Savings Certificates ‘ 6,800,000 10,200,000 13,600,000 16,250,000 17,100,000 
No. of ‘‘Live’’ Savings Bank 

Accounts a - ae 
Post Office Savings Bank 11,600,000 12,800,000 14,900,000 16,050,000 16,700,000 
Trustee Savings Banks 2,489,690 2,680,503 2,935,679 3,178,873 Not yet 


available 
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The Future of Banking ? 


ORE than once it has been suggested in these pages that the cheap 

money policy should be carried to its logical conclusion by a reduction 

in Bank rate to I per cent., thus automatically terminating the payment 
of interest to depositors and permitting a corresponding reduction (without 
loss to the banks) in the interest payable on short-term Government debt. 
We have also argued that depositors should cover the economic cost of keeping 
their accounts, in the sense that no customer should be allowed to involve 
the bank in a net expenditure ultimately met by the holders of the accounts 
which do pay for their keep. 

It is a little disconcerting to find that these suggestions bear a superficial 
resemblance to proposals put forward in the centenary issue of The Economist. 
For these latter proposals, as their author himself points out, “‘ would be 
sufficiently disruptive of traditional banking practice to require the most 
careful consideration.’’ They are certainly infinitely more sweeping than our 
own modest suggestions, whic h were based on nothing more than a desire for 
accurate costing between individuals and a desire to see existing institutions 
used to the best advantage. The Economist arguments rest on more grandiose 
premisses, involving, as the article rightly says, ‘‘ an altogether novel way 
of regarding the profit-and-loss position of the banks.” 

Briefly, the proposal is that : ‘“‘ Over a period of years, the aim should be 
to shift the greater part of the burden of meeting the operating costs of the 
banks—suitably abridged by all reasonable economies—on to the depositors, 
at least to the extent of charging, for the services performed, what they are 
worth to the recipient. If, after this has been done, there is any part of the 
total costs (including reasonable profits) which is not covered by (a) interest 
charged on advances, and (6) interest earned on securities purchased in the 
open market, then—but only then—a charge should be made for the remainder 
of the public debt held by the banks. In other words, the cost to the Exchequer 
of this portion of the National debt would be the net cost of operating the 
banking system, after all those for whom it performs services have pa uid for 
them. This net cost might well turn out to be nil, or even negative.’ 

More briefly still: soak the depositor for the benefit of the taxpayer. 
This raises two questions: first, is it practicable ? Secondly, if practicable, 
is it desirable from the viewpoint of justice or from that of the smooth working 
of the economic system ? On the first point, the answer must probably be a 
qualified affirmative. There is no denying that the banking system does 
render considerable services to depositors, by offering security for the safe 
keeping of their liquid balances and by placing at their disposal the con- 
venient machinery of the cheque clearing. Nor can it be denied that by con- 
certed and monopolistic action (implicit in the writer’s proposals) the banks 
could at any time have forced the majority of depositors to pay for these 
services, just as people can be made to pay Is. 2d. for the ten cigarettes that 
in peacetime they obtained for sixpence, or 74d. for a glass of water faintly 
flavoured with hops and malt. That depositors have instead received these 
services very cheaply and in addition have been paid interest on credit balances 
has been due to two causes. The first was the old-fashioned idea that the 
depositor’s money was his own property and his decision to leave it with the 
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bank not a mere matter of predestination but involving certain elements of 
free will. The second was the practical fact that the deposit enabled the bank 
to acquire certain assets, the earnings on which were sufficiently adequate 
to make it worth while for any individual bank, acting in competition with 
others, to seek to attract deposits by passing on part of the asset earnings to 
depositors. 

As has been said, it is probable that, in the first instance at any rate, a 
banking monopoly could mulct its depositors of quite substantial monopoly 
profits without catastrophic results, just as it could also screw up the rates 
charged on advances to private borrowers, force down wages and suspend 
payment of dividends, if desired, in order to reduce still further the interest 
payable on bank holdings of short-term paper—or perhaps one should say in 
order to increase still further the sums it is proposed to pay the Exchequer 
for its condescension in issuing pieces of paper (described as Treasury bills, 
deposit receipts and what not) in exchange for part of the current output of 
the community. There would, of course, be certain repercussions. Though 
the demand for banking facilities is probably pretty inelastic, some people 
would, no doubt, find it worth while to revert to the use of other means of 
payment, such as banknotes (thus admittedly raising “ difficult problems as 
between the joint stock banks and the Bank of England.’’). 

Some funds, again, would obviously be diverted into the Post Office Savings 
Bank, especially if the Government were inconsistent enough to continue to 
offer 2} per cent. to Post Office depositors. There would also be a distinct 
inducement to set up new banking institutions, holding assets other than 
Government paper. If one had to pay for the privilege of lending money to 
the State at short-term, for example, one can envisage quite a revival in the 
domestic bill of exchange, enabling private traders to secure short-term 
credits at fractional rates—or perhaps free of charge altogether—while still 
permitting the banks holding such paper to offer better terms to depositors 
than those holding Government securities saddled with a negative rate of 
interest. Possibly, it would be necessary to prohibit the establishment of new 
banks, or to prohibit the use of the bill‘of exchange, in order to protect the 
Government’s monopoly of short-term borrowing through the banks. 

Taking it by and large, however, it is true that bank deposits, once created, 
cannot be converted into anything save banknotes. The question is whether 
it is worth while to bring about changes “‘ disruptive of traditional banking 
practice ’’ for the limited purpose of saving the Treasury a certain amount of 
interest on its short-term borrowings. One would have thought the first 
obvious step would be a reduction in Bank rate to 1 per cent. If the resulting 
saving were not judged sufficient, the straightforward method of procedure then 
would be to levy a tax on bank deposits or to raise the existing stamp duty 
on cheques. This method would have the advantage not only of simplicity 
but of enabling the public to see what precisely is intended. A possible alterna- 
tive would be to regulate banking profits, as they are at present regulated 
under E.P.T. From the point of view of those anxious for deficit finance 
without cost (or even with a profit to the Exchequer) this method is open to 
the objection that once profits were above the standard, costs might be raised 
by concessions to staff or even to the “‘ pampered depositor.” 

The motive behind all such proposals, of course, is the under-consumptionist 
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belief that full employment can only be maintained by a prodigious creation 
of national debt. Few people suggest, however, that a zero (or negative) 
interest rate should be paid on long-term securities. Why is it that the holder 
of bank deposits—who may be regarded as the owner at one remove of short- 
term Government debt—should be singled out for discriminatory treatment ? 
The answer is to be found in a series of remarkable propositions which seek to 
erect an edifice of theory in support of the contention that bank deposits do not 
represent saving and the depositor is therefore entitled to nothing. Thus it is 
argued that : ‘“‘ The deposits now on the books of the banks have not originated 
from anything that can properly be called saving. . . Whatever may have been 
true in the past, it is almost wholly misleading today to regard bank deposits 
as the fruit of voluntary abstinence on the part of anybody.”’ 

With all respect, this is sheer nonsense. And there could be no clearer 
proof that it is nonsense than what has been going on under our nose in war- 
time. As we all know, only part of the cost of the war is covered by taxation. 
For the rest, the Government secures control of a large part of the current 
output of the community in exchange for pieces of paper. Any individual 
selling goods or services to the Government can accept payment, if he wishes, 
in the form of actual Government securities ; and if the community as a whole 
were prepared to hold all its wartime savings in this form, there would have 
been no net increase in bank deposits. Since in reality the public likes to 
hold more cash if it has a larger income, it has been possible for the Government 
to secure part of the things needed for the war effort by borrowing at I per cent. 
or I} per cent. instead of 24 per cent. or 3 per cent. But the precise nature of 
the promise to pay does not in the least affect the character of the fundamental 
transaction, which is that individuals are parting with the fruits of their 
endeavours without immediately demanding in return goods and services. 

The whole of the saving is not, of course, done by the original recipient 
of a Government payment. He will only save part and spend the rest ; but 
the beneficiaries of this spending, in turn, will save part of their receipts, and 
so on until all the additional money has come to rest in somebody’s bank 
account. Each individual in this chain, however, will only have added to his 
bank balance to the extent that he “‘ abstains’”’ from spending the whole of 
his current receipts.* It may be noted that the compilers of the Budget White 
Papers have no mistaken notions that an increase in bank deposits does not 
represent saving, as is very clear from Table III. 

Bank deposits, then, are a form of saving. What is more, the extent to 
which Government expenditure can be financed by borrowing through the 
banking system is determined entirely by the willingness of the public to save 
and to save in the form of bank deposits. To say that, when deposits expand, 
‘““what has been happening, in short, is that the State has been forced to 
multiply the means of payment in existence ’”’ begs all the questions. The 
credit of the banking system may have enabled the State to do this; but the 
decision is not a unilateral one. This can be seen quite clearly if one considers 
the limiting case in which nobody is prepared to part with output except in 
exchange for goods and services (real wealth) for the same amount—a state of 
affairs in which everybody immediately spends the whole of his income. In 


* The argument is complicated but not fundamentally affected by transfers of securities of 
other capital assets 
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such a situation, any attempt by the Government to secure command of goods 
and services by ‘“‘ multiplying the means of payment ”’ would simply set in 
motion a violent inflation. 

It is true that saving would have been performed to the extent of any 
additional money forced into circulation ; the additional money must at any 
moment be in somebody’s wallet or somebody’s bank account. But the 
velocity of circulation of the additional money, and the amount of spending 
to which it would give rise, would in theory be infinite and in practice limited 
only by the time physically necessary for one holder to pass it on to the next 
in exchange for goods. The usefulness of borrowing through the banking 
system as a means of deficit finance is directly proportional to the willingness 
of the public to hold, and not spend, additional deposits. 

Once this is clear, it is possible also to clear up possible misapprehensions 
about the genesis of bank deposits. According to the Economist article, 
‘when a bank advances {100,000 to the Government against Treasury deposit 
receipts, £100,000 is added to the assets and (when the Government spends the 
money) to the liability side of the balance sheet.”” Since a balance sheet must 
balance, one would prefer to say that the bank’s purchase of the deposit 
receipt is offset in the first instance by a reduction in cash,t leaving deposits 
unchanged. Whether there is any subsequent increase in deposits when the 
Government spends the money depends entirely on the decision of the recipient, 
who may prefer to hold either Government securities or bank notes instead. 

If he decides to hold his newly-acquired funds in the form of bank deposits 
it is ultimately for the reason that he has confidence in the solvency of his 
bank, a confidence which has been built up over a very long period of time by 
generations of prudent bankers, carrying on their business with capital con- 
tributed by the banks’ shareholders. That the benefit of all this should accrue 
to the Exchequer and not to those who finance, conduct or use the banks 
has yet to be proven. 


+O dr, of cours e, in some > other asset. 








More Capital for the Banks ? 
By Paul Bareau 
W: TH scarcely an exception, it is over 20 years since one of the large 


ritish joint stock Banks raised new capital by an appeal to the capital 

market or to its existing shareholders. There have been some increases 

in capital in effecting mergers, but the shares thus created were issued to the 

sharcholders of the absorbed banks and did not involve the accumulation of 

new capital resources. There have also been special bonus issues to mark 
such occasions as a priate and small allotments of shares to staff. 

But, broadly speaking, the capital structure of our great joint stock banks 
stands today as it emerged from the consolidation movement of the end of the 
last war. Since 1922, the paid-up capital and published reserves of the 
Big Five have risen from £105,252,000 to £117,€05,000 at the end of 1942. 
Of this increase of over £11,000,000, a considerable part is due to the growth 
in the banks’ published reserves. At the close of this twenty-year period, 
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however, the hidden reserves of the banks—according to hints given by the 
late Mr. McKenna—amounted to at least the combined total of paid-up capital 
and published resources. In other words, they probably amounted to another 
£120,000,000. In 1922 the total of these hidden reserves, cannot have amounted 
to more than a fraction of that figure. Even allowing generously for this 
increase in internal and published capital resources, it cannot be claimed 
that the capital structure has in any way kept pace with the growth of the 
banks’ liabilities to the public. At the end of 1922, the deposit liabilities of 
the Big Five amounted to £1,532,004,000. By the end of 1942, this total 
had grown to £3,104,909,000. In other words, the ratio of capital and reserves 
to deposits, which stood at 6.9 per cent. in 1922, had by the end of last year 
fallen to 3.8 per cent. 

Is there any case for a re-establishment of the earlier ratios, and therefore 
for a considerable strengthening of the capital structure of the banking system ? 
Those who argue that there is point not only to the increase in the banks’ 
liabilities to the public, but to the greater capital risk which is inherent in the 
changed distribution of the banks’ assets. At the end of 1922 the banks’ 
investments represented not more than 23 per cent. of their deposit liabilities. 
By the end of 1942 that ratio had risen to 31 per cent. No longer are 
bank assets represented in the main by self-liquidating advances. The pre- 
dominance of this type of asset has now been usurped by investments ; and 
although these investments are almost wholly secured by specific and com- 
paratively short maturities, they are none the less liable to capital fluctuations. 
Moreover, a very substantial + of these investments has been acquired in 
comparatively recent times and therefore stand in the books at a valuation 
which is anchored to an exceedingly low rate of interest. Whether that rate 
of interest will remain low for years and decades to come is a matter on which 
diametrically opposed views can be taken. But there is no doubt that any 
possibility of movement in gilt-edged securities from the present level i 
downward and not upward. The point which has to be decided is whether 
this risk of capital loss inherent in the banks’ enormous holdings of gilt-edged 
securities should in any way be offset by increasing the shareholders’ stake 
in their venture, or whether the whole problem has become too large to be 
treated in this manner—whether, in fact, the banks should not look to the 
State rather than to their shareholders to save them from the danger of invest- 
ment depreciation should this at any time crystallize. 

The discount market, for example, has for some time past been strengthen- 
ing its capital structure—and doing so at the instigation of the authorities 
for this self-same reason, namely, its increasing concern with and stake in 
the gilt-edged market. The scale of the discount market problem is however 
dwarfed by that which besets the banks. To take the extreme case, a 10 per 
cent. fall in the market value of the clearing banks’ investments would go a 
long way towards obliterating their hidden reserves. It may thus be asked 
whether the raising of additional capital resources within the limits that 
would be feasible, would provide an effective answer to contingencies of this 
magnitude. The banks could plead that if through the departure of cheap 
money or for any other reason they were to be faced with crippling capital 
losses on their investments, the State would be in duty bound to provide the 
necessary assistance. Such assistance would only have to be temporary, 
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since the securities in question are comparatively short-dated. In support 
of this claim it could be argued that the banks have not been altogether free 
agents in wartime. Considerable powers of moral suasion have been 
brought to bear on them to play their full part in the periodic stimuli to the 
savings campaign. None the less, it may be taken for granted that it is only 
with the greatest distaste and in the last extremity that the banks would 
accept any such assistance from the State, knowing full well that the price 
of such assistance would be a far greater measure of control and submission 
to the authorities than they would care to see established. 

Since the existing distribution of banking assets is unlikely to be funda- 
mentally changed for many years to come, and since the preponderance of 
investments in the ranking of these assets is likely to continue, it may well be 
that the banks will find it desirable, when conditions in the capital market 
return to normal, to build up their capital structures. It is true that in the 
post-war capital famine it will be difficult to propound a convincing case for 
giving such issues a high priority (though it may not be altogether irrelevant 
to note that in the even greater capital shortage of this war, the Capital Issues 
Committee has found no difficulty in giving its approval to the recent flow of 
new capital to the discount market). Any additional capital invested in the 
large deposit banks would under the present and foreseeable conditions do 
little more than make for a proportionate dilution in the equity of these 
institutions.” Such addition would be of defensive and not of aggressive 
character. It would serve to buttress the ratio of capital resources to deposit 
liabilities, but would not lead to any appreciable increase in the banks’ earning 
capacity. That capacity is determined by the level of bank cash and by the 
superstructure of assets which the banks decide to build on that basis. A 
minor change in the capital of the banks would affect neither. No parallel 
could be drawn between such a strengthening of the banks’ capital and the 
comparable movement which has recently been taking place among discount 
houses. For the latter, the attraction of fresh capital is that it allows the more 
highly capitalized firm to increase its borrowing powers and therefore its 
“book ’’ by many times the amount of capital raised. In the same way, the 
main attraction for a discount firm in absorbing another is not so much the 
additional capital which the latter brings with it, as the good money, the loan 
facilities, which are commanded by the absorbed firm. No such gearing 
operates in the case of the joint stock banks and their resources. For them, 
therefore, more capital would merely mean a lower rate of distributable profits 
per unit of capital. 

Nevertheless, the possibility of increases in banking capital in the years 
aiter the war is a factor which should not be left altoge ‘ther out of account in 
the valuation of bank shares. Such additional capital may merely dilute the 
existing equity ; but it should not be forgotten that no issue of capital by 
the joint stock banks in recent times has been made at other than bonus terms 
lor the stockholders to whom the issue has been made. This long-standing 
precedent would certainly be followed if the occasion of raising additional 
capital were to arise again. The assessing of this possibility should most 
clearly be measured by the comparative valuation of the banks’ fully-paid 
and partly-paid shares. It may well be that the adjustment of the banks’ 
capital structures to their much increased deposit liabilities will in certain 
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cases take the form of calling up the unpaid liability on already issued shares, 
If such a step were taken, it may be assumed that the additional capital 
would be offered on terms as advantageous as if new shares were offered to 
existing shareholders. 

There has always been a tendency in the past to regard the uncalled 
liability on banks’ partly paid shares as an element of risk and weakness in 
the security. It has generally been assumed that any demand for calling 
up this part of the banks’ issued capital would only be made in an emergency, 
at a time when the banks were compelled to mobilise all their available reserves, 
and that such a contingency should therefore be regarded with some appre- 
hension. Hence the discount at which partly-paid shares have normally been 
valued in terms of fully-paid shares. But if the mobilization of this unpaid 
capital is to be made as a means of fortifying an already strong position, if 
it is to be a sign of strength not of weakness and if, moreover, it is to be made 
on bonus terms for the shareholders concerned, the position should be reversed : 
the partly-paid shares should stand at a premium. 


Bank Shares as An Investment 


By W. Piercy 


S we enter on the fifth year of war, it is possible to review the position 
Ac bank shares as investments in the light of the full development of 
the wartime economy. 

A comparison of the movement of prices of bank shares with British 
Government securities and other ordinary shares, reveals an apparent contrast 
between their behaviour in the last war and in this, as will be seen from the 
table below : 


1914 195 1916 1917 1918 
(Middle Prices for 1914 roo) 
24% Consols (Index) , or 100 84 77 71 77 
Bank shares. . ‘i a sf 100 82 78 77 86 
Industrial shares (London and 
Cambridge Index) ‘ sia 100 95 108 {21 140 
1939 1040 1O4! 1942 1943 
(Prices end July 1939 100) 
24° Consols (Index) , se 100 109 123 124 I2t 
Bank shares. . ae ss — 100 So 04 104 113 
Industrial shares (Actuaries Index) 100 69 89 IOL 126 


The bank shares in these tables are, in 1914-18, those of the eleven banks 
subsequently merged in the Big Five, and in 1939-43 those of the Big Five. 
At first sight, the movement in 1gt4—18 has a close sympathy with that of 
gilt-edged, while in the present war the movement obviously follows the 
industrial curve. But if it be borne in mind that in the last war the distributions 
of six of the eleven banks concerned were reduced early in the war, and those 
distributions began to recover in 1918, the sympathy disappears. The closer 
relation of the bank and industrial curves in this war is influenced, on the 
other side, by the effect on ordinary share values of 100 per cent. E.P.T. and 
a general limitation of distributions. In spite of the normal stability in bank 
dividends, in fact, bank share prices in times of crisis tend to move like equities ; 
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and this is a reminder that the investor in bank shares, though essentially a 
buyer of income—of a reliable income—rather than of prospects, is never- 
theless the holder of an equity interest in a business institution. 

In this war, home bank dividends have been maintained without ex- 
ception, and with an adequate margin. The effects of the war on banking as 
a business are not the less important to the bank shareholder. The key to 
the special character, for the banking system, of this war, has already been 
indicated in the index for 2} per cent. consols. It is a cheap money war, 
keyed to a bank rate of 2 per cent. and long-term borrowing at 3 per cent. 
To produce this, the Government has played an altogether more positive part 
in the monetary sphere than in the last war, and this has extended to its deal- 
ings with the joint stock banks. The growth of deposits and the changes in 
the character of bank assets, is shown by the following table : 


THE ELEVEN CLEARING BANKS 
(£ million) 














Call Dis- Invest- Ad- 

June 30 Deposits Cash Money counts T.D.R. ments vances 
1939 te 2,247 234 150 238 —- 595 987 
1943 -- 3,630 386 165 236 858 1,159 744 
Inc. or dec. .. + 1,383 + 152 + 15 —2 + 858 + 564 — 243 


Briefly, deposits have risen by 63 per cent. Among the assets, cash has 
increased in amount, but as a ratio to deposits it has remained stationary ; 
advances are down 26 per cent., while on the other hand investments have 
increased by 93 per cent.; and a new big item, Treasury Deposit Receipts, 
appears. 

T.D.R. holdings and the increase in investments together, at £1,422 millions, 
exceed the increase in total deposits. If allowance be made for a larger pro- 
portion of Treasury bills in the bill portfolio, it is a reasonable suggestion that 
the amount of Government paper directly financed in these figures is not 
short of £1,500 millions. On the other hand, the demand for advances has 
been reduced by the dependence of industry on the Government departments 
and the improved efficiency of the system of payments to Government con- 
tractors. The resulting inroad into the traditionally most profitable business 
of the banks, advances to customers, would be greater than it is (at £234 
millions reduction on 1939) but for the element of accommodation for financing 
tax payments. The comparison with the last war is instructive : 


ENGLISH BANKS (EXCLUSIVE OF BANK OF ENGLAND AND THE SAVINGS BANKs) 
(£ million) 
Total Short Invest- 

Dec. 31 Deposits Cash Loans Bills ments Advances 
1913 ai os 1,033 173 146 108 231 500 
1g1d aia a 1,915 374 256 444 600 O15 

$5 1 201 + 110 } 270 + 309 t+ 109 


By 1918, deposits had increased by 85 per cent. The volume of Government 
paper financed directly and indirectly by the banks no doubt exceeded the 
increase in total deposits, taking account particularly of the imm2nse growth 
in Treasury bills; but the composition of the assets wears a more familiar 
look ; and advances actually rose by 21.6 per cent. 
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But the really fundamental influences arise from the successful maintenance 
in this war of the cheap money regime. Low rates of interest and low rates 
for money diminish the direct earning power of the banks, but the maintenance 
of stable interest rates for Government borrowing eliminates depreciation of 
investments. Money rates based on bank rate of 2 per cent. are dramatically 
lower than in the last war, with its bank rates, after 1914, of 5 per cent. and 

per cent. Treasury Deposit Receipts at 1{ per cent. compare with the 
Banks’ Ways and Means Advances at 4} per cent. of that period. The average 
current rate for advances is probably 2 per cent. below that of the last war. 
Thus, banking profits, as disclosed, are not absolutely much higher, in spite 
of the larger volume of business. The English banks in the five years 1914-18 
showed profits of £54 millions; the Big Five in four years of this war have 
disclosed profits of £31 millions. But of the £54 millions of 1914-18, nearly 
f1o millions was appropriated to investment depreciation, and no such 
necessity has arisen so far in this war. The me¢ profits of the banks in the last 
four years have been lower each year than in the four years preceding the 
war ; ; adjustment of the net figures to allow for the incidence of the higher 
rates of income tax would alter this picture materially ; but although the banks 
are liable for E.P.T., no duty has as yet been chargeable. The Government to 
that extent has successfully ‘‘ taken the profit out of war ”’ for the banks. On 
the other hand, taking again the Big Five as the index, the cost of dividends 
for the last four years {22.1 millions compares with total profits, before ap- 
propriation to pensions, premises, etc., of £30.6 millions; and 1942 profits 
are above the low figure of 1941. 

What of the future ? Two aspects invite observation, the problems of 
transition and the long-term outlook. Under the former head, the point which 
is bound to attract attention is the possibility of depreciation on the large 
increase in investments, which already considerably exceed twice the banks’ 
total aggregate capital and reserves. Lord W ardington has recently revealed 
that over a period of years in the experience of Lloyds Bank depreciation has 
touched 18.9 per cent. of earnings and realized appreciation, 16.7 per cent. of 
earnings. On the whole, on the broad political assumptions which alone can 
be made, there seems no ground for major anxiety on this head. First, it is 
very likely that cheap money can be maintained ; next, the inner reserves 
of the banks are considerable and it may be conjectured that they have not, 
in wartime, departed wholly from the traditional policy of strengthening inner 
reserves before declaring their profit ; their liquid assets which are the buffer 
against realized depreciation amount, including T.D.R., to 45 per cent. of 
deposits, as compared with a traditional 30 per cent. ; and, finally, it may be 
assumed that a large —— of the additions to investments made during 
the war consists of short-dated National War Bonds. 

On the long-term outlook, the rise in the price level as compared with 
pre-war, conservatively estimated at 35 per cent., and the policies which will 
be put in force for maintaining national expenditure so as to secure full em- 
ployment, assure a considerable increase in the volume of deposits. | Some 
expenses will be down. The cessation of munitions production and the restora- 
tion of private enterprise is bound to lead to a more normal proportion of 
bills and advances. There will be a very substantial revival of foreign business. 
Chus, bearing in mind certain pre-war tendencies, which militated against 
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the expansion of bank advances, and assuming an era of cheap money, the 
future prospects of the banks still appear indubitably solid. 

The investor in the shares of home banks certainly intends to go for security. 
He is prepared to take his security in the form of an interest on the equity 
of one of the most indispensable of businesses, peculiarly British, and 
historically well-managed; he relies with assurance upon being as well 
buttressed against misfortune as any equity shareholder can be. Whether 
the slight long-period tendency to an increase in bank distributions can be 
expected to hold in future is an open question, but an occasional benefit in 
some form is at least probable. On this footing, as compared with a yield of 
£3 2s. 4d. on 2} per cent. consols at 80}, the fully-paid shares of home banks 
yield above £3 13s. 6d. and the partly-paid about £3 19s. 6d. The late Mr. 
McKenna drew attention to the very wide distribution of bank shares 
and the small size of the average holding. This in some measure is a political 
guarantee. On the technical side, the market has traditionally been well 
organized ; the volume of dealings is large and price movements moderate. 


British Export Prospects 


HE wartime industrialization of primary producing countries has in some 
"T aaaster been hailed as a further disaster to cap our loss of overseas 
investment income, and in others has been welcomed as opening up 
fresh opportunities for British exporters. It was obviously time that we had 
some systematic thinking on the subject, and this Mr. A. J. Brown has now 
given us in an admirable pamphlet.* So far as world trade as a whole is 
concerned, Mr. Brown points out, the effect of industrialization depends in 
principle on a variety of factors, such as the trend of national incomes, and 
in practice on whether the industrialization is carried out by countries already 
highly developed or by those with an economy ofthe peasant type. Australia 
and Japan are taken as the respective prototypes of these two groups. 
The following table, compiled from more detailed tables given in the 
pamphlet, shows the movement of the chief relevant magnitudes in the case 
of these two countries between the two wars : 


JAPAN AUSTRALIA 
1913 1934 1915 1938 
Yen m. Yen m As % £Am. {Am, As % 
of 1913 of 1915 
National income _ oe ; 2,700 12,500 463 315 814 258 
Industrial production... me 1,250 6,100 488 72 231 32r 
Imports “a : 729 2,277 312 64 138 216 
0/ 0 oO, o/ 
' /0 /o /o /o 
Do. as % national income = 27 15 -— 20 17 — 


In each case, it will be seen, a marked increase in national income and 
industrial output was accompanied by an absolute rise in imports, though the 
latter declined sharply in relation to national income. 

Both in real and money terms, the cnpane sion in income was considerably 
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greater in Japan. It was also more directly due to industrialization, since 
productivity per head was throughout greater in manufacture than in agri- 
culture, whereas in Australia “ output per head (measured at world prices) 
in the non-food industries was almost certainly not greater than in agriculture.” 
In Japan, moreover, a considerable part of the products of the new industries 
was exported and thus added to Japan’s capacity to buy imports. 

From the experience of the United States, it is suggested that imports as 
a proportion of national income touch bottom when exports of finished manu- 
factures become equal to imports of goods in this same broad category. 
Thereafter, there is a tendency for further industrialization to mean greater 
reliance on external trade. In assessing the probable effect of industrialization, 
therefore, one must consider not only relative productivity per head in industry 
and agriculture but also the long-run effects of industrialization on the possible 
expansion of population and on productivity in primary occupations: ‘“‘ One 
must ask, in fact, whether the country is an Australia or an Argentina, in 
which industrialization would not greatly expand income, or, on the other 
hand, an over-populated Japan or an industrially well-endowed United 
States where it would strongly promote the expansion of purchasing-power. 
One has then to ask whether the country concerned is one of limited resources 
which, like Japan, would have to draw the materials for its new industry 
largely from abroad, or a United States or a Soviet Union with a great variety 
of resources to draw upon at home. Finally, one must ask how far the products 
of the new industry are likely on the one hand to find their way abroad, like 
Japanese cotton goods and American cars or . . . be designed purely to 
supply the home market with goods which would otherwise be imported.” 

Industrialization in the poorer and more over-populated areas such as 
China, India, Eastern Europe (and perhaps later tropical Africa and tropical 
Latin America) must therefore be sharply distinguished from industrialization 
in developed countries such as the British Dominions and temperate Latin- 
America. In the former case, it is likely to lead to a considerable increase 
in the total demand for imports, though the nature of this demand will change : 
‘The demand for plant and equipment will greatly increase ; so will that for 
consumers’ durable goods such as bicycles, motor cars, radio, and sewing 
machines, and for such goods as textiles, beverages, and even foodstufis of 
high quality for the use of the wealthier entrepreneurial, managerial, and 
commercial parts of the population, which industrialization will cause to 


increase in the other hand, the cheap clothing and the simple hardware 
which have been largely imported by these countries in the past, and the 


total demand for which will also be greatly increased by the improvement 
of the general standard of living, will tend to be the first products of the new 
factories.”” In developed countries, on the other hand, industrialization may 


actually lead to a contraction in international trade and will not in any case 


promote any great expansion. Population is less likely to be stimulated ; 
manufactures are less likely to be exported than from the peasant countries 
with their cheap labour ; industrialization will not always increase real income 
per head—a point which should be dinned into the heads of those who think 
industrialization is synonymous with a higher standard of living, regardless 
of what may be sacrificed in the way of comparative cost advantages in 
primary production. 
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On balance, Mr. Brown suggests, there is every reason to believe that 
international trade will increase, provided new and heavy restrictions are not 
laced on it. This optimistic general conclusion does not, however, necessarily 
apply to the particular case of this country. As a result of industrialization 
overseas, the demand for our exports will certainly change, setting up the need 
for drastic and difficult adjustments, and may actually diminish. In the 
1860’s, it is shown, more than 60 per cent. of British exports took the form 
of textiles and apparel ; by 1910, though larger in absolute terms, they repre- 
sented only some 38 per cent. of the whole ; and by 1938 the proportion had 
fallen to only 25 per cent. On the other hand, exports of machinery, electrical 
appliances, vehicles, and (to a smaller extent) chemicals increased in relation 
to total exports—altogether, they rose from less than 14 per cent. of them 
in 1910 to not far short of 40 per cent. in 1938. Moreover, the four chief 
countries which subsequently became highly industrialized—Germany, France, 
Belgium and the U.S.A.—increased their purchases from us only until 1913 
(after which the primary producers continued to increase their purchases until 
1929.) In relation to buyers’ purchasing power, furthermore, demand for 
British exports rose three or four times as fast in the non-industrializing as 
in the industrializing countries. Hence the conclusion that: ‘“ unless there 
is a really enormous increase in total real income in the outside world, co- 
inciding with industrialization, or a great lowering of trade barriers (on either 
of which events it would be rash to depend), British export trade is likely, 
ceteris paribus, to be seriously reduced.”’ 

In these days, when primary importance is rightly attached to the main- 
tenance of national income at a high level through maximum employment 
of our resources, such a decline would no longer be regarded as the catastrophe 
that it would once have seemed. At the worst, Mr. Brown suggests, it might 
bring the average standard of living down from that of a good to that of a 
bad pre-war year, with a loss of real income of the order of one-ninth or one- 
sixth. Nevertheless, it is obviously important that any such loss of real 
income should be reduced to the absolute minimum. If this is to be done, 
two lines of policy are clearly indicated. In the first place, nothing must be 
allowed to stand in the way of improvements in technical efficiency, either 
in the export industries or in industry as a whole. We cannot afford after 
the war to be tolerant of restrictive practices on the side either of labour or 
capital. It is noteworthy that in the United States, trade unionism does not 
constitute the same hindrance as in this country to the adoption of improve- 
ments in technique. The threat of unemployment, however transitory, is 
likely always to make labour somewhat suspicious of technical change. But 
in the United States those remaining in employment, at Jeast, are always 
assured of participating in the increased earnings resulting from technological 
progress, whereas in this country there is a regrettable tendency always to 
scale down piece rates with the object of keeping wages at a “‘ normal”’ level. 
Wartime experience suggests that this may be a very important reason for 
the more favourable attitude of American labour towards invention. 

Secondly, it is a very obvious implication of Mr. Brown’s analysis that 
the scope for expansion of British exports must in future be sought as much 
outside the Empire as within it. This runs directly counter to the views 
very widely held in business circles. Writing in the September issue of the 














6 | THE BANKER 





Empire Review, for example, Sir Herbert G. Williams, M.P., argues that: 

The most fruitful directions in which quick results can be achieved in ex- 
panding our exports are clearly within the British Empire, where on grounds 
of sentiment, and as a result of preferential tariffs, we properly have an 
advantage over the industries of foreign countries.’’ Whether preferential 
tariffs constitute a “ proper ’’ advantage is a separate issue. The vital point 
is that economic forces must militate very strongly against any increase in 
exports to the highly developed Dominions, such as Australia, which have 
expanded their industries during the war. If expansion is to be sought within 
the Empire it must be primarily in the undeveloped colonies and above all 
in India. But it would be fatal if our exporters were to neglect the oppor- 
tunities presented by the development of areas in a similar position to India 
but outside the Empire, such as China and South Eastern Europe. As the 
export drive of 1940 showed only too clearly, the prevailing tendency among 
exporters is to take the line of least resistance by concentrating their efforts 
on the British Dominions. That is an approach which would be more than 
ever dangerous and self-defeating after this war 


Death of a Great Banker 
By P Paul Einzig 


OT only the Midland Bank and the City but the country as a whole 
DN sutierea a grave loss with the death of Mr. Reginald McKenna. For he 

rendered his bank unique services by placing at its disposal his expert 
and imaginative brain; his authority added to the prestige of the banking 
community ; and he served the interests of his country with advice and 
action, above all as one of the leading pioneers of an enlightened monetary 
policy. 

When Mr. McKenna succeeded Sir Edward Holden as chairman of the 
Midland Bank, the general view in banking circles was that he would find it 
very difficult to live up to the standards set by his predecessor. After all, he 
had at that time no banking and business experience beyond the two years 
he had spent in the Midland Bank, understudying the prominent banker he 

was to succeed. Yet it did not take long before the doubters realized that 
they were mistaken. Not only was Mr. McKenna able to maintain Sir Edward 
Holden’s achievements ; he carried them even further. Under his guidance, 
the expansion of the Midland Bank continued. His prestige as one of the most 
famous Chancellors of the Exchequer and a leading member of the Asquith 
Government would alone have been a valuable asset to the Midland Bank. 
But he threw himself whole-heartedly into his new career, and his fertile brain 
produced a succession of new ideas attracting more and more business. 

When a number of old-established joint stock banks amalgamated into the 

sig Five’ it was widely believed that the reduction in their number and 
the increase in their size would lead to a decline in the competitive spirit 
between them. Those who held such views reckoned, however, without Mr. 
McKenna. He certainly kept the entire banking community up to the mark 
by inspiring a policy of fair but strong competition. Had any of the leading 
banks allowed itself to be bound by red tape as a result of the increase of its 
organization it would soon have learnt that to remain a leading bank it would 
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have to keep pace with the expansionary drive of the Midland Bank. 

3efore very long Mr. McKenna realized, however, that the prevailing 
system placed a limit to his expansionary ambitions. He found it impossible 
to satisfy all the credit requirements which he considered both secure and 
constructive, owing to the restrictionist monetary policy pursued by the 
authorities. Within the limits imposed by that policy he went as far as he 
could by reducing the cash ratio from about 15 per cent. to about 10 per cent. 
The stage was reached, however, at which he was unable further to expand 
his bank’s credit resources unless the authorities were willing to expand 
‘bank cash.’”’ Accordingly, Mr. McKenna set out to wage a relentless war 
yainst the narrow orthodox monetary policy that prevented him from con- 
tributing his full share towards reviving British trade, which suffered under 
perennial depression throughout most of the twenty years between the two wars. 

In his crusade in favour of a scientifically managed monetary system that 
would provide the country with an adequate volume of currency at reasonable 
interest rates he was not merely serving the interests of his bank’s Ss expansion 
policy. He remained first and foremost a statesman, even after he had moved 
from Whitehall to the City. He realized that unless and until the rigid re- 
sistance of the hard money school had been broken down the country could 
not expect to enjoy real prosperity for any length of time. Together with 

Lord Keynes, he placed himself at the head of the movement of monetary 
reformers. Between them, they provided that movement with scientific 
foundations and with a cachet of respectability. While the lesser lights advocat- 
ing reform could safely be ignored, the ideas put forward by the leading 
economist and the leading banker compelled the attention of expert and layman 
alike. Mr McKenna’s attacks on the avowedly deflationary official policy of 
the ‘twenties delivered in his annual chairman’s speeches and also anonymously 
in the Midland Bank Monthly Review, contributed to no slight extent towards 
the increase in the number of those who condemned old orthodoxy. And 
even though he had to wait many years before his campaign bore its long- 
overdue fruits, eventually he had the satisfaction of witnessing the advent 
of a more enlightened era with the cheap money policy ushered in by the 
War Loan conversion. 

Nor did Mr. McKenna’s work in the interests of an intelligent monetary 
policy confine itself to words. He was essentially a man of action. He was 
not satisfied with throwing the full weight of his authority in the scales in 
favour of monetary reform, discarding the traditional genteel reticence that 
would restrain most other bankers from criticizing the Bank of England or 
the Treasury even if they wished to do so. He also made use of the fact that, 
as head of the largest clearing bank, he was in a position to some extent to 
force the hands of the authorities. From the very outset, he was determined 
to oppose actively the deflationary provisions of the Cunliffe Report, under 
which the minimum figure of the circulation of Treasury notes of one year 
was to be the maximum limit for the next year. To prevent too drastic a 
reduction, he made his bank keep a very large stock of Treasury notes, well 
in excess of its actual requirements. Another way in which he atte mpted to 
enforce credit expansion was by the unprofitable importation of some millions 
ol pounds of gold in 1928. These imports were effected in spite of the fact 
that the sterling-dollar rate, allowing for interest charges, had not reached 


gold import point, with the object of expanding bank cash and thereby inducing 
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an expansion of credit. This attempt was, however, frustrated by the Bank 
of England, which promptly “ sterilized ”’ the gold influx before it had a chance 
of producing any effect on the volume of credit. 

Mr. McKenna also sought to expand the volume of banking resources by 
attracting to the banks the cash held by the public. To that end he conceived 
the idea of Home Safes and of the ‘‘ chequelets ’’—that is, ‘‘ cheques ’”’ for 
amounts of under {2 free of stamp duty. While the former idea proved to be a 
great success, the latter was defeated by the Treasury, which feared that it 
might lead to a loss of revenue. Yet it would obviously have been in accordance 
with the public interest to allow the banking habit to be encouraged by the 
‘“ chequelets ’’ system. This would have led to the opening of many thousands 
of small accounts. The task of the National Savings movement and of war 
financing would have been greatly facilitated if wage-earners had acquired 
long before the war the habit of keeping their spare cash with the banks. 

Notwithstanding the frustration of some of his efforts, Mr. McKenna 
persevered in his crusade. He lived to see a gradual departure from the old 
orthodoxy after the suspension of the gold standard, culminating in the 
adoption of a scientifically managed monetary system during the war. No 
longer was production allowed to be handicapped by inadequate credit re- 
sources or by unduly high interest rates. For the duration, at any rate, the 
policy adopted has been in accordance with the principles persistently 
advocated by Mr. McKenna. 

Will the spirit of progress continue to prevail after the war? Or are we 
to be forced to relapse into the deep darkness of monetary orthodoxy from 
which we have at last emerged, thanks in no small part to Mr. McKenna ? 
Doubtless, the battle between progress and reaction will have to be re-fought. 
And it would be idle to deny that the progressive camp has suffered a great 
loss with the death of Mr. McKenna. His lead would have been invaluable 
for the solution of our post-war problems. But his ideas and his example 
will continue to inspire those who will range themselves on the side of progress 


International Banking 


France 


HE achievement of national unity by Frenchmen through the creation 
Tot the Committee of National Liberation and the limited recognition 
given to that Committee by the Allied Governments, has failed so far to 
produce the financial changes expected of such a development. It had been 
hoped that the United States Government would release in favour of the 
Committee the ofiicial French assets frozen in 1940, and that, in accordance 
with the practice adopted in relation to other Free Governments, even the 
privately owned dollar assets would be placed at its disposal. This has not 
beeen done so far ; indeed, even the French gold that came under Allied control 
through the surrender of Martinique by the Vichy Government has been blocked 
by the United States authorities. It would be difficult to justify this attitude 
on the ground that the Algiers Committee does not represent France. On the 
ame ground, it would have been necessary to withhold full recognition from 
all Free Governments, since there is no way of ascertaining to what extent they 
represent the majority of their citizens. 
No decision has yet been reached for the establishment of a uniform rate 
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of exchange for the territories under the control of the Committee. Up to 
the time of writing, the rates remained unchanged at 176.60 for the territories 
formerly controlled by General de Gaulle and 200 for these formerly controlled 
by General Giraud. It is expected, however, that the rate of 200 will be 
applied for all territories, as a revaluation of the franc to 176.60 in French North 
Africa would be difficult in view of the rise in prices and wages. Nor has any 
decision been reached on the question whether the Caisse Centrale pour la 
France Libre is to continue to function in the changed conditions. 
Switzerland 


During the months that preceded the surrender of Italy, there has been a 
steady repatriation of Swiss funds from the United States. These funds 
took flight into dollars in 1940, when a German invasion of Switzerland appeared 
to be imminent. As the military position of the Axis deteriorated, the demand 
for Swiss francs by those desirous of repatriating their capital rose corre- 
spondingly. The gold reserve of the Swiss National Bank has increased to 
about 25 per cent. above its pre-war level. To a Bef extent this has been 
due to the influx of funds from Germany. Most Nazi leaders have managed 
to transfer funds to Switzerland, and have either acquired real property or 
built up deposits with Swiss banks. 

It seems probable that the tension that developed on the Swiss-Italian 
border as a result of the recent events in Northern Italy will for a time check 
the repatriation of Swiss funds. The possibility of a German invasion is once 
more in the foreground. At the same time, however, Switzerland is prevented 
from spending on overseas imports, for the German Government has placed 
an embargo on shipments formerly received via Genoa. 

Denmark 

The pace at which Germany is exploiting Denmark has undergone a remark- 
able increase during recent months. Occupation costs charged to Denmark 
amounted to as much as 534 million kroner between December 1942 and 
July 1943, compared with 170.6 million for the corresponding period of 1941-42. 
During the same period, the amount a unpaid Danish exports to Germany 
increased from 172.9 million to 439.2 million. It seems probable that the 
increase in occupation costs was due to the large amounts spent on the forti- 
fication of the coast against an ‘Allie d invasion. The excess of Danish exports 
over imports was due in part to the slackening of German exports and in part 
to an intensified German effort to remove everything obtainable in Denmark. 

In a recent statement, Dr. Landfried, Secretary of State in the Ministry 
of Naticnal Economy, declared that Germany will henceforth discriminate 
between frozen clearing balances due to the war and to commercial trans- 
actions proper. The pretence that the whole of the huge frozen clearing debt 
would be repaid soon after the war has thus been discarded. The new line 
is that the amount of clearing debt due to deliveries connected with the war 
would be ‘‘ funded,’ reducing the amount of clearing balances in this way. 
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Distinguished ecadine 


E are privileged to present a further selection from among the 
outstanding Service records of the many former bank officials who 
have achieved distinction in the war: 


Bank of England 








Of the Pevimanent Clerical Staff of the Bank of England 721 men and 341 women ai 
n Nattonal Sevvice. Eleven men and one woman have been killed or died of wounds. Two 
men and one woman have died on active service, eighteen men have been taken prisoner and 
three are missing. Of ihe Non-Clerical Staff 168 are on National Service and of these five 
have been killed. The following awards have been granted: two M.C., one D.F.C., one 


D.S.M. and three M.B.E. 


SQUADRON LEADER R. C. DAFrorn (killed on Active Service) entered the 
Bank in 1934 from Harrow School. He enlisted in the R.A.F.V.R. in 1937 
and in April 1939, having qualified as a Pilot, was enrolled for an intensive 
course Of training with the R.A.F. Attached to Fighter Command, he fought 
at Dunkirk and throughout the Battle of Britain. In January 1941 he was 
awarded the D.F.C. Later he was transferred to Malta, at the time when 
the island was most hard pressed. He afterwards was one of a small band 
of famous Fighter Pilots employed as Instructors at the Central Gunnery 
School of the R.A.F. He was killed only a month ago. 

Major J. C. DEEKsS joined the Bank in 1924 from Emmanuel School. 
‘or a time he held a Commission in the Territorial Army, later going on to the 
Reserve of Officers. He was called up on the outbreak of war and posted to 
the Royal Army Pay Corps. After service in this country he was drafted to 

Middle Kast and last year was given the M.B.E 

Capratin J. H. McA.tum (died of wounds) came to the Bank in 1936 from 
Marlborough College. As a Territorial he served in the H.A.C. before the 
war and received his Commission. After a period of service in this country 
he was sent to North Africa, and in May 1943 was awarded the M.C. for gallant 
and distinguished service in the course of which he was wounded. He was 
out of hospital in time to take part in the Sicily campaign, when he was 
wounded again, this time more seriously ; he died from these wounds shortly 
afterwards 

FLYING OrricER E. A. Moutp (killed on Active Service) joined the Bank 
in 1936 from Trent College. He enlisted in the R.A.F.V.R. in 1938 and 
qualified as a Sergeant Pilot. He left the Bank in May 1939 for a course of 
special training and was posted to a Spitfire Squadron. During the evacuation 
of Dunkirk his ‘plane was shot down in flames over France. He baled out, 
landing behind the enemy lines, but succeeded in making his way back and 
returned to his Squadron a few days later. In the Battle of Britain his ’plane 
was again shot down and again he baled out ; but this time he was four 
months in hospital recovering from his injuries. During these operations he 
shot down the first Messerschmitt to fall over this country. In 1942 he was 
transferred to a Night Fighter Squadron and was killed during operations 
off the East Coast in January of this year. 

Major E. W. Nicuot (killed in action) entered the Bank in 1922 from 
Malvern College. A keen Territorial, he served for many years in the County 
of London Yeomanry (Sharpshooters), in which he held the rank of Captain 
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at the outbreak of war. He lost his life in gallant circumstances at Sidi 
Rezegh on November 22, 1941. _The following account of the action appeared 
later in the Datly Telegraph: “ After his Regiment had suffered greatly he 
took his tank three times into the thick of things, each time rescuing the 
complete crew of a tank put out of action. The fourth time he went to his 
death.” 

SuB-LIEUTENANT R. F. A. SHARP, who entered the Bank in 1935 from 
Bishops Stortford College, won the Distinguished Service Medal in October 
1941 for skill and enterprise in action against enemy submarines whilst serving 
as an Able Seaman in H.M.S. Wishart. He was commissioned mm February 1942. 

SQUADRON LEADER L. W. SHEPHERDSON entered the Bank in 1920, having 
served in the Army throughout the Great War, during which, as a Captain 
in the Durham Light Infantry, he was awarded the M.C. During the present 
war he has served in the RAF .V.R., in which he was commissioned in 1938 
He was given the M.B.E. last year. 

CoLoNEL A. P. GRAFFTEY SMITH entered the Bank in 1g22 from King’s 
School, Ely. He had served for many years as a Territorial Army Officer in 
the County of London Yeomanry (Sharpshooters) and was second in command 
when called up at the outbreak of war. He was seconded for special duties 
and saw active service in France and Belgium in 1940, and in August 1941 
vas ordered to the Middle East with his Regiment, which had by then been 
converted into an Armoured Unit. In November 1941 he took over the 
Regiment at the battle of Sidi Rezegh, was gazetted Lieutenant-Colonel in 
December of that year and retained command through both Libyan campaigns. 
He was recently appointed Chief of Staff of the Finance Division of the Allied 
Military Government of Occupied Territories (Italy), with the rank of Colonel. 

SERGEANT Pitot H. he TATTERSALL was educated at Christ’s Hospital 
and entered the Bank in June 1940. He left to join the R.A.F. in August 
1941, subsequently be pd a Sergeant Pilot. Last month he was awarded 
the Distinguished Flying Medal in the following circumstances: ‘‘ One night 
in June Sergeant Tattersall was the pilot of a bomber which attacked the 
airfield at Comiso. Whilst over the target the aircraft was hit by anti-aircraft 
fire. The intercommunication system was rendered unserviceable, one engine 
was put out of action, and a fire broke out near the entrance hatch. Other 
damage had been sustained and two of the crew were wounded. A little 
later a second engine became defective, emitiing sheets of flame at intervals. 
Despite this, Sergeant Tattersall set course for Malta and, displaying superb 
airmanship, succeeded in reaching an airfield on the island, where he effected 
a masterly landing. This airman displayed great courage and determination, 
and was largely responsible for the safe return of the aircraft and its crew.” 

LIEUTENANT M. J. Tuornton, another Christ’s Hospital boy, entered the 
Bank in 1938. He joined the Army and soon obtained a Commission in the 
Royal Armoured Corps. He has recently been awarded the M.C. for gallant 
and distinguished service in the Middle East. 

Major H. E. Van Der Noort was educated at Repton and joined the 
Bank in 1914. He served in France with the Irish Guards in the Great War 
and was mentioned in dispatches. He was mobilized from the Reserve of 
Officers at the outbreak of the present war and is now serving on the staff in 
this country. He was awarded the M.B.E. in June. 
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returned to his Squadron a few days later. In the Battle of Britain his ’plane 
was again shot down and again he baled out; but this time he was four 
months in hospital recovering from his injuries. During these operations he 
shot down the first Messerschmitt to fall over this country. In 1942 he was 
transferred to a Night Fighter Squadron and was killed during operations 
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at the outbreak of war. He lost his life in gallant circumstances at Sidi 
Rezegh on November 22, 1941. The following account of the action appeared 
later in the Daily Telegraph: ‘‘ After his Regiment had suffered greatly he 
took his tank three times into the thick of things, each time rescuing the 
complete crew of a tank put out of action. The fourth time he went to his 
death.”’ 

SuB-LIEUTENANT R. F. A. SHARP, who entered the Bank in 1935 from 
Bishops Stortford College, won the Distinguished Service Medal in October 
1941 for skill and enterprise in action against enemy submarines whilst serving 
asan Able Seaman in H.M.S. Wishart. He was commissioned im February 1942. 

SQUADRON LEADER L. W. SHEPHERDSON entered the Bank in 1920, having 
served in the Army throughout the Great War, during which, as a Captain 
in the Durham Light Infantry, he was awarded the M.C. During the present 
war he has served in the R.A.F.V.R., in which he was commissioned in 1938. 
He was given the M.B.E. last year. 

CoLONEL A. P. GRAFFTEY SMITH entered the Bank in 1922 from King’s 
School, Ely. He had served for many years as a Territorial Army Officer in 
the County of London Yeomanry (Sharpshooters) and was second in command 
when called up at the outbreak of war. He was seconded for special duties 
and saw active service in France and Belgium in 1940, and in August 1941 
vas ordered to the Middle East with his Regiment, which had by then been 
converted into an Armoured Unit. In November 1941 he took over the 
Regiment at the battle of Sidi Rezegh, was gazetted Lieutenant-Colonel in 
December of that year and retained command through both Libyan campaigns. 
He was recently appointed Chief of Staff of the Finance Division of the Allied 
Military Government of Occupied Territories (Italy), with the rank of Colonel. 

SERGEANT Pitot H. G. TATTERSALL was educated at Christ’s Hospital 
and entered the Bank in June 1940. He left to join the R.A.F. in August 
1941, subsequently becoming a Sergeant Pilot. Last month he was awarded 
the Distinguished Flying Medal in the following circumstances: ‘“‘ One night 
in June Sergeant Tattersall was the pilot of a bomber which attacked the 
airfield at Comiso. Whilst over the target the aircraft was hit by anti-aircraft 
fire. The intercommunication system was rendered unserviceable, one engine 
was put out of action, and a fire broke out near the entrance hatch. Other 
damage had been sustained and two of the crew were wounded. A little 
later a second engine became defective, emitiing sheets of flame at intervals. 
Despite this, Sergeant Tattersall set course for Malta and, displaying superb 
airmanship, succeeded in reaching an airfield on the island, where he effected 
a masterly landing. This airman displayed great courage and determination, 
and was largely responsible for the safe return of the aircraft and its crew.”’ 

LIEUTENANT M. J. Tuornton, another Christ’s Hospital boy, entered the 
Bank in 1938. He joined the Army and soon obtained a Commission in the 
Royal Armoured Corps. He has recently been awarded the M.C. for gallant 
and distinguished service in the Middle East. 

Major H. E. VAN Der Noort was educated at Repton and joined the 
Bank in 1914. He served in France with the Irish Guards in the Great War 
and was mentioned in dispatches. He was mobilized from the Reserve of 
Officers at the outbreak of the present war and is now serving on the staff in 
this country. He was awarded the M.B.E. in June. 
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Latin-American Debts 


N the long view, the accumulation of considerable assets abroad by the 
Latin-American republics is a favourable development for these 
countries. In the meantime, however, the situation giving rise to these 
balances involves a difficult problem for their respective Governments and 
central banks. Ordinarily, the sterling and dollars would have been used to 
buy machinery and other products abroad, but that is at present impossible 
owing to shipping difficulties and shortages of commodities all over the world. 
Since individuals and firms invariably sell their foreign exchange to the central 
banks in exchange for domestic purchasing power, the net result has been a 
substantial increase in bank deposits and currency in circulation at a time 
when the supply of commodities available for consumption, and notably 
the supply of imported goods, has decreased sharply. This in turn has produced 
a considerable rise in the prices of commodities. The upward price trend is 
causing great concern, and the Latin-American countries are trying to devise 
ways and means of preventing the excess of exports over imports from 
stimulating the inflationary forces. Such measures include the control of 
prices, profits, rents and wages, compulsory investment in Government internal 
bonds and also restrictions on the influx of foreign capital, such as those 
recently adopted in Argentina and Colombia. 

Of more immediate interest to this country is the question whether the 
Latin-American States could not and should not utilize their sterling assets 
to resume or increase the service of their foreign bonds, so many of which 
—. Me partial default at a time when the exchange situation was very 
differ There can, of course, be little or no excuse for the arbitrary unilateral 
enforcement or continuation of such attenuated debt services, still less for the 
buying up of bonds at deliberately deflated prices. It may perhaps be recorded, 
however, that there is a tendency for these Governments to pay lower interest 
rates to their own nationals, as witness the general conversion of high-interest 
tax-free internal loans in Argentina to bonds carrying much lower interest 
rates and subject to income tax. In addition, there may be apprehensions in 
South America that the present large favourable balances of trade will not 
continue after the war. This would explain the desire to preserve foreign 
funds so as to be able to purchase much-needed merchandise imports as soon 
as it is again possible to obtain these from the supplying countries, among 
which, of course, the United Kingdom and the United States rank prominently. 
The respective claims ae available exchange of the import trade and of 
foreign bond service necessarily conflict. From the British point of view, it 
should be a matter of policy to consider whether this conflict should not be 
reconciled by giving preferential treatment in the supply of post-war British 
exports to those countries which have shown a reasonable willingness to meet 


the ir ob! ligations 
Argentina’s credit record in respect of her direct foreign debt is a good one, 


and the chief criticism lies in the treatment of British capital invested 

British capital invested in Argentine railways. Because of Argentina’s large 
favourable trade balances, the Central Bank of Argentina was able to report 
at the end of rg42 that Argentina’s balances of sterling blocked in London 
had accumulated to the equivalent of 295,000,000 pesos, even though, in the 
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aggregate, the equivalent of 123,000,000 pesos in public and private securities 
had been repatriated. The value of the blocked pounds is duly guaranteed 
by the British Government by a gold clause, but the Central Bank considers 
that a solution of this problem is advisable in view of the magnitude of the 
figures, and points out the favourable opportunity to Argentina to repatriate 
a further part of her foreign debt. The view has been advanced that the 
existence of these large sterling balances clearly justifies an improved remittance 
rate for the railway companies. The factor of rising prices in South America, 
to which reference has already been made, has been a further heavy blow 
for the British railways, on account of the exorbitant cost of fuel, replacement 
materials, and so on. There is therefore justifiable disappointment at the 
reported refusal of the new Argentine Government to grant the increases of 
10 to 20 per cent. On existing tariffs needed to assist in rehabilitating the 
earning power of the companies, although the Government adds that it will 
continue to study the matter in relation to all related factors and not as an 
isolated problem. 

Adequate maintenance of the British railways in Argentina is as much in 
the interest of that country as of British investors. It is to be hoped that 
this will eventually be fully realized by the new Government, which inspires 
general confidence in Argentine business circles—as witness the virtual boom 
on the Buenos Aires Exchange in long-term bonds. In the economic field, the 
new Government has already taken steps such as the fixing of maximum prices 
for articles of prime necessity, and the control of rents, with the avowed in- 
tention firmly to suppress wartime profiteering. The large profits which the 
Government have in mind, however, are precisely those relating to national 
industries which have sprung up or expanded to supply goods no longer avail- 
able from abroad. On the other hand, other branches of economic activity, 
including the railways, have been adversely affected by the continued 
depression in agricultural circles. 

There is much gratification at the appointment of the new Argentine 
Finance Minister in the person of Sr. Jorge A. Santamarina, former President 
of the Banco de la Nacion Argentina, who is known to hold sound and realistic 
views. Reviewing recently the broad aspects of Argentina’s national finances 
at a representative meeting of business circles at the Buenos Aires Stock 
Exchange, Sr. Santamarina, though he did not specifically mention the railway 
companies, indicated in general terms that despite the need for fiscal economy 
the Government would seek to finance the expansion of public works to the 
best of its ability, to check any tendency to economic recession which might 
otherwise occur. Indeed, cuts already made in public works do not affect 
works of the National Roads Department, the building of the railway from 
Salta to Sacompa nor the re-building of the Argentine Transandine Railway. 
Coupled with this recognition of the vital part played by transport in the 
national economy is the further encouraging fact that the new Finance Minister 
has formed an Economic Advisory Committee, representing agriculture, 
industry and commerce, to collaborate with the Government in studying 
Argentina’s current economic problems and seeking appropriate solutions. 
Political considerations, however, must not be overlooked, and it may be 
that the present Provisional Government would prefer to defer the question 
of a general increase in railway tariffs, which is a matter of intimate concern 
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to most nationals, to such time as a Constitutional Government is elected. 

It may be presumed that Washington’s influence in the matter of foreign 
debt services will weigh most heavily in those countries which are benefiting 
from the present intensive North American demand for strategic and other 
products, and which stand to benefit to the greatest extent from present and 
post-war investment of North American industrial capital in South America. 
Large-scale plans for such investment are understood to have been drawn up 
by the U.S. Government. Paramount among the prospective beneficiaries is 
Brazil, where the four-year foreign debt plan of March, 1940, is now due for 
revision. Current rumours aside, the trading position certainly indicates the 
possibility of more favourable treatment for bondholders. The current plan 
is understood to have cost Brazil in interest and amortization an average of 
only £4,200,000 sterling per annum, which represented in effect an annual 
rate of interest on the whole of Brazil’s foreign debt of little more than one 
per cent. The total debt, equivalent to {250,000,000 sterling, is believed to 
have originally cost some {23,000,000 for the full annual service. Brazil’s 
foreign trade figures are not now published regularly, for wartime security 
reasons, but the favourable trade balance for 1942 is reported by the Central 
Bank to have been 2,851 million cruzeiros (equivalent to approximately 
£35,500,000 sterling) compared with 1,211 million cruzeiros (£15,000,000 
sterling) in 1941. For the first quarter of 1943 the balance is reported at 
about 300 million cruzeiros (£3,750,000 sterling) compared with 353 million 
cruzeiros (f£4,400,000 sterling) in the like period of 1942, and 209 million 
cruzeiros ({2,600,000 sterling) in Ig41. Against these reported balances have 
to be set, of course, large invisible items such as freight, insurance, cost of 
diplomatic service, and Government remittances for purchases abroad (which 
probably do not appear in the ordinary trade returns and which are bound 
to be substantial with Brazil now an active belligerent). Even so, bond- 
holders are undoubtedly justified in expecting an improved offer in place of 
the current plan. 

Apart from the large favourable trade balance, there are other indications 
of Brazil’s improved internal financial position. Recent Press comment in 
Rio de Janeiro has pointed to the National Treasury’s credit balance of 
Cr. $28.9 millions with the Banco do Brasil at the end of May last as indicative 
of the considerable improvement which has taken place in the country’s 
financial position since the war started. In August, 1939, this account was 
in debit to the extent of Cr $392.1 millions. Brazil’s gold purchases during 
the first five months of this year totalled 34,230 kilos, against 39,943 kilos 
for the whole of 1942 and a yearly average of 6,908 kilos for 1934-38. 

Chile’s economy is particularly dependent upon trade with the U.S.A. Sales 
to the latter of nitrate and copper at agreed higher prices give rise to hopes of 
some increase in the payment of interest on the foreign debt by the Caja 
Autonoma next year. Internal currency inflation, however, is steep, and it is 
to be hoped that the special economic powers just conferred upon the President 
will enable steps to be taken to protect the exchange value of the currency, 
which otherwise might fall when exposed to free post-war influences. A 
recent Peruvian decree gives holders of internal loans bearing interest at over 
6 per cent. per annum the option of conversion into Unified Internal 6 per cent. 
Debt, or redemption at par. This has given rise to expectations of a definite 
offer with regard to outstanding external loans. 
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The Middle East Inflation Problem 


Petast na for Persia, and of course Turkey, all the countries of the Middle 





East have their currencies linked with sterling. Sterling is accepted freely 

as a means of payment for the goods and services required by the British 
Forces in the area. Since very heavy expenditure is inevitable wherever large 
armies are stationed, it is not surprising that inflationary tendencies are 
becoming evident throughout the Middle East. The means by which similar 
problems are dealt with in this country are a commonplace. In the Middle 
East, however, inflation is different in its nature, apart from the fact that the 
weapons to combat it are not as readily to hand. The economies of the States 
which form this great territory are, for the most part, extremely rudimentary. 
They are largely backward agricultural communities over which the govern- 
ments have incomplete administrative control. This at least applies to 
sovereign States, as distinct from the Crown colonies and the Palestine mandate. 
There has never been any great confidence in paper money ; and at the least 
political, military or economic disturbance, the people rush for commodities 
and hoarding abounds. Thus the injection of large quantities of purchasing 
power at a time of military alarums and excursions has found an economy 
peculiarly sensitive to such stimulus. Prices have risen astronomically. Ina 
recent broadcast, for instance, Sir Ronald Storrs mentioned that the cost of 
living in Persia has risen sevenfold since war began. 

Even in the colonies the position is far from satisfactory, for although the 
prices of some essentials are controlled and direct taxation is applied, nothing 
can completely compensate for the inevitable shortage of certain important 
commodities ; while the rise in the cost of living has driven up wages to an 
extent which may make post-war competition very difficult without sweeping 
adjustments in exchange rates. In Syria, Persia and Iraq, on the other hand, 
hoarding and speculation have tended to produce food shortages when in fact 
the agriculture of those areas is sufficient, if its products are properly dis- 
tributed, to feed its populations. This in turn has put further pressure on 
prices. Attempts to eliminate corners in foodstuffs by the switching of Govern- 
ment stocks to affected areas are open to the same difficulties that were en- 
countered by the Emperor Julian the Apostate when he tried, in a famine 
year, to smash the Syrian corn ring by unloading imperial stocks from Egypt, 
and found that he was only giving the merchants more ammunition. Finally, 
his stocks were exhausted and the last state of prices was worse than the first. 

The demand for commodities and the flight from currency has been in twe 
stages. First, the surplus sterling balances, whilst causing a flight from loca) 
currency into commodities, also resulted in an increase in the prestige of dollars. 
Consequently, the signature of Lend-Lease Agreements with various States 
of the Middle East gave peculiar satisfaction. The possibilities of a flight into 
Lend-Lease civil supplies began to dawn upon the imagination of wealthy 
citizens. Since that time, however, the attitude towards dollars has become 
the same as towards sterling. 

The dangers to the stability of Middle East currencies are of great practical 
importance to this country. For one thing, the pressure on currency produces 
a strong demand for imported goods which can at present ill be spared, even 
if shipping space is available. At the same time, the great quantities of 
sterling accumulated, partly owing to the inflated prices which the army has 
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to pay, tend to discredit our currency and, if these balances are to be liquidated, 
will put a heavy strain on our real resources after the war. This is not to suggest 
that inflation in the Middle East is a disadvantage only to the United Kingdom. 
Although in one or two centres like Cairo a hectic sort of prosperity has come 
about since the war, the general effect of inflation on the populations has been 
wholly adverse, however much these countries may stand to benefit on the 
long view from the development of their resources through the creation of 
durable assets such as roads, and from the utilization after the war of the large 
foreign exchange reserves at present being accumulated. Even those who gain 
good wages by the shortage of labour and the ruthless competition for it, have 
their earnings siphoned off in paying huge prices for necessities and gain no 
security but only the danger, already mentioned, of unemployment through 
post-war competition. The only real gainers are the big landowners. It is 
therefore a substantial majority interest to bring the inflation under control. 

It is clear, however, that the same methods cannot be employed in the 
Middle East as have been effective in this country. Although some steps 
have been made towards price control, the administrative powers to prevent 
black market prices are lacking unless the governments have under their direct 
control large reserve supplies of the commodities in question. In fact, the only 
really satisfactory treatment of such vital things as grain is a complete govern- 
ment monopoly, the government purchasing all grain at a fixed price and 
reselling if necessary with a subsidy to lower the selling price. This is already 
done in some areas. Rationing is in general too complicated for the adminis- 
trative machine. Direct taxation is almost unknown in the sovereign States 
and politically difficult. Increases in direct taxation are too inequitable, and 
in any case do not strike at the big balances that cause the trouble. Increases 
in food production by irrigation and the organization of large-scale official 
farming enterprises using modern machinery are of permanent value to the 
Middle East and also assist the immediate problem, since the product can be 
distributed under strict control. Something has already been done along these 
lines, but more could be done to increase the number of producing units. 

Whilst a tax on wealth, like Turkey’s capital levy, would undoubtedly be 
effective, such a proposal would obviously be of an explosive nature. Yet 
some attempt might be made to induce the governments concerned to look on 
the immediate increases in the cash assets, whether in their own hands or in 
those of their subjects, as advantages which can be greatly increased by being 
wisely used. If only a means can be found of siphoning off large parts of this 
errant cash into the form of post-war credits, great advantage would be 
derived by almost all concerned. The reduction of bank credit is an obvious 
matter of urgency. The prices of luxuries should probably be increased, 
whilst those of necessities are being decreased. Lotteries might well be a 
useful form of anti-inflation activity in the sovereign States, where the low 
rate of interest would probably make the purchase of British Government 
stocks unattractive. Similarly, a development of workmen’s compensation 
and other forms of insurance would seem suitable at this time of purely 
financial prosperity. But it is unlikely that any of these palliatives would 
have more than a small contributory effect towards reducing inflation unless 
direct taxation can be applied firmly. Not only would this be of immediate 
advantage ; it would also start such countries as Iraq and Persia on the way 
to that initial administrative strength without which they cannot hope to 
become permanently prosperous economies. 
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Banking and Finance in Palestine 


T is probably not generally realized that since the war began the Allies 
J ruse have spent not less than {500 millions in the Middle East, principally 

in Egypt and Persia. Palestine, too, has participated in this outpouring of 
money, to an extent estimated at between {£P. 35 millions and £P. 45 millions. 
This expenditure has provided a useful substitute for Palestine’s normal 
income from tourist expenditure, immigrants’ capital, and citrus fruit exports, 
all of which have largely disappeared during the war. 

The most striking reflection of the war spending is to be seen in the increase 
in the combined total of currency and deposits from £P. 26 millions before the 
war to no less than £{P. 63 millions in March, 1943. In this monetary ex- 
pansion, Palestine follows the general trend prevailing throughout the Middle 
East as shown in the following table. 


INDEX OF CURRENCY IN CIRCULATION DECEMBER, 1939 = 100 


Dec., Dec., March, Dec., March, May 
1940 1941 1942 1942 1943 

Palestine re 125 157 175 281 323 328 

Egypt wa bck 141 192 194 300 -_- 

Iran we me 114 157 172 287 (Nov.) — 

Iraq od ahs 112 196 227 520 _ 

Turkey a 143 182 200 265 _— 

Syria (Lebanon*) ~- _— —_ 483 508 


* On estimated basis of LLS. 40,000,000 in December, 1939 (LLS. 38,542,000 in June, 1939.) 


This large increase in the quantity of money, in the hands of a public 
possessing lively memories of the shortages of the last war, and without any 
possibility of a commensurate increase in the quantity of goods, inevitably 
forced up prices very sharply. Indices of the cost of living and other prices 
have risen to an extent without parallel outside the Middle East area. 

In March, 1942, the War Supply Board agreed that the basic wage of 
£P. 8.5 should be increased by an allowance equivalent to 80 per cent. of the 
current increase in the cost of living index. A year later, further increases 
were given, raising nominal wages to more than double their pre-war level. 
Justified though they may be, these wage increases not only bring into opera- 
tion the “‘ vicious spiral’”’ but also create a serious post-war problem for the 
country. With its currency linked to sterling, Palestine may find it difficult 
to offset the increase in costs by an adjustment of the exchange rate. Mean- 
while, attempts to stabilize wages cannot but fail unless agricultural prices 
are effectively controlled. Government attempts last year to acquire the 
country’s large grain crops at prices fixed below their level in the neighbouring 
countries not unnaturally proved a failure. The alternative of bringing in 
supplies from outside the Middle East area has, of course, been ruled out 
by considerations of shipping space. Being dependent on imports, Palestine 
has thus felt the full brunt both of the rise in the Middle East price level and 
of shipping policy. As in the United Kingdom, Government has sought to 
stem the rise in prices by subsidizing the price of bread, probably by 
£P. 1,500,000 in the current fiscal year. 

Actual revenues in 1942/43 were {£P. 8,770,000 and _ expenditure 
£P. 9,856,000, leaving a deficit of £P. 1,087,000—the first for many years. 
Revenues included a grant-in-aid of {P. 665,000 (instead of £P. 2,802,000, 
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as envisaged in the estimates). Expenditure in 1943/44 is expected to reach 
{P. 11,000,000. Government offers for sale 39% Savings Bonds and Savings 
Certificates, both designed for small savers, individual holdings being limited 
to {P. 1,000 and £P. 500 respectively. To date, about £P. 150,000 has been 
invested in these securities. Considerably larger amounts were invested by 
the public in British War Bonds. 

Meanwhile, funds in the hands of the public continue to increase, though 
at a somewhat lower rate in the second quarter of 1943. Between December 
1939 and March 1943, currency in circulation increased by 223 per cent., 
deposits by 127 per cent., and all liquid funds together by 156 per cent. In 
the Orient, owing to a lack of “‘ bank-mindedness”’ the population prefers 
to hoard money rather than to deposit it. The war has rather reinforced this 
tendency towards hoarding even in Palestine which normally followed, on the 
whole, rather the Western attitude. The elimination of interest payments on 
deposits and the introduction of ledger charges, as well as the export of notes 
for hoarding abroad, no doubt have the effect of accentuating the increased 
demand for currency and the generally low turnover of money. A large 
part of the money paid out goes to a class, moreover, which hitherto had little 
contact with banks. Thousands of villagers in remote districts, now employed 
in Camps, earn for the first time regular and by no means small wages. Even 
large merchants, brought up in the tradition of the Orient, keep large amounts 
in their safes, out of fear that deposits may give a lead to the income tax 
authorities. 

In the absence of Government short-term borrowing, the Palestine banks 
have found it very difficult to employ their additional resources profitably. 
Thus, at the end of March last, no less than 58 per cent. of their assets were 
in the form of cash or balances with other banks, offering practically no yield ; 
1g per cent. were in low—yielding investments and no more than 21 per cent. 
in earning assets proper, namely, discounts and advances. It may be noted 
that over the twelve months to end March, total credits outstanding declined 
from £P. 12.1 millions to £P. 11.1 millions, that is, to only 30 per cent. of 
deposits, against over 52 per cent. a year earlier. 

This decrease in outstanding credits, notwithstanding a great increase in 
industrial activity, isa reflection of the present abnormal liquidity in all 
branches of business. One important factor is the increased concentration 
of trade in the hands of the U.K.C.C. and other Government agencies, greatly 
reducing the demand for letters of credit and advances on goods which were 
an important business for the banks in recent years. Bank earnings cannot 
but be adversely affected by these trends, whereas operating costs are greatly 
increased, particularly by cost of living allowances to employees. The only 
class of banks which may show satisfactory profits are those specializing in 
security dealing or in trading activities. 

In this connection, mention should be made of the considerable develop- 
ment in recent years of two local banks: the Palestine Discount Bank, Ltd., 
and the Arab National Bank, Ltd. The Palestine Discount Bank, Tel-Aviv, 
has, within two years, increased its paid-up capital from £P. 60,000 to 
£P. 200,000 with the help, it is reported, of the Egyptian Société d’Avances 
Commerciales. It has gained a strong foothold. among the old-established 
foodstuff and dry-good dealers, previously the clientele of the Ottoman Bank 
and the Banco di Roma. A branch in Jerusalem has been opened recently. 
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The Arab National Bank, Ltd., formerly the Arab Agricultural Bank, has been 
converted into a commercial bank and is increasing its capital from £P. 200,000 
to £{P. 500,000. It now has thirteen branches and agencies in Palestine and 
two in Transjordan. Its main business are advances on goods, of which large 
stocks are reported to exist at the small urban centres. 

The Arab Bank, Ltd., similarly increased its registered capital from 
{P. 45,000 to £P. 150,000, while a further increase to £P. 1,000,000 has 
just recently been announced. Opening of branches in Syria and other Middle 
East countries is now under consideration. The liquidation of the Ashrai 
Bank, Ltd., was finally decided upon by creditors and shareholders, a proposal 
for reconstruction being rejected. Bizur, Ltd., the institution for financing 
employment-creating public works, has increased its capital from £P. 75,000 
to {P. 150,000 and a further increase is foreseen to cope with post-war demand. 

The glut of liquid funds seeking investment has brought about a reduction 
in interest rates. Mortgage loans are offered at 54 per cent. from private 
sources, while the General Mortgage Bank, which had not been taking on new 
business for the last few years, is again offering twenty-year loans at 64 per 
cent. A brisk demand for mortgage credit is expected when building is resumed 
after the war and negotiations are in progress for the establishment of a new 
credit institution for the granting of second mortgages. To make good arrears 
of housing alone will involve an outlay of £P. 12-15 millions at pre-war prices, 
while public building such as schools will also require several million pounds. 
The Tel-Aviv municipality has come forward with a post-war scheme to cost 
£P.5 millions, while other municipalities have plans totalling from £P. 3 
millions to £P.5 millions. The idea of a special Citrus Bank has been put 
forward. The industry is asking for a low-interest long-term loan to con- 
solidate its present indebtedness of £P. 1.6 millions to Government and £P. I1.0 
millions to private lenders. The Commissioner of Reconstruction, appointed 
in April last, has recommended the establishment of a Land Bank to supply 
cheap credit for agriculture, which seems to imply an admission that the 
Agricultural Mortgage Company has not succeeded in its object. Though 
lending at 8 per cent., this institution has not yet been able to pay a dividend. 

In connection with these post-war schemes, it has been pointed out that 
the remarkable development of Palestine in the last two decades was under- 
taken with some {P. 120 millions brought into the country largely by Jewish 
immigrants. At the present time, Palestine balances abroad total approxi- 
mately {P. 70 millions, made up as follows: currency reserve fund, approxi- 
mately {P. 27 millions; bank investments, £P. 8.5 millions; banking funds 
abroad, {P. 21.0 millions ; Government balances abroad, approx. £ P. 8 millions, 
and private investments abroad {P. 5 millions. It is often asked why Palestine 
should invest funds in low-yielding securities to build, say, roads in Nigeria, 
while she has to pay high interest rates on her own loans for such purposes. 
If the spreading of risk is the determining factor, a solution of the problem 
may be found by a pool of all Colonial Currency Boards, a huge invest- 
ment trust, out of which each country is allocated at least a share corres- 
ponding to its own investment. The banks, too, may invest part of their 
funds in this Empire-wide security, against which they should be able to borrow 
easily from the Currency Board in case of need. Finally, it is argued that 
events before and on the outbreak of war have clearly shown the necessity for 
a central discount institute or central bank in Palestine. 
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Correspondence 


Exchange Control and Censorship 


To THE EpIToR oF ‘“‘ THE BANKER” 


Sir,—In your September issue you published a criticism of my article 
appearing in the July issue, in which I advocated the maintenance of postal 
censorship after the war and the exchange of information between Gover- 
ments, for the sake of securing the efficiency of exchange restrictions. 

Your contributor argues that postal censorship is only effective in time 
of war, because in time of peace it can always be circumvented through 
travelling freely between countries. In support of his argument he states 
that between the two wars postal censorship on the continent was unable 
to prevent a flight of capital. There is, however, a slight difference. In order 
that a continental resident should be able to make arrangements for the 
illicit transfer of his funds abroad, all he had to do before the war was to 
cross into the neighbouring country, whence he was able to write to London 
or New York. The Hungarian authorities were only concerned with pre- 
venting Hungarian residents from sending funds to these centres; their 
censor would not interfere with the correspondence of a Roumanian resident 
who made a day trip across the border to give his British or American bankers 
instructions. If, however, there is exchange of information, then such corre- 
spondence would be intercepted by the Hungarian censor and would be 
passed on to the Roumanian authorities, in return for reciprocity. This 
would mean that Roumanian nationals would have to travel as far as London 
or New York in order to evade mail censorship. It would make matters much 
more difficult for them. 

Your contributor believes that the fact that the German Government 
offered an amnesty to repentant sinners on two occasions—in 1932 and in 
1938—proves that postal censorship was unable to prevent a heavy outflow 
of funds. He argues that if the system had been watertight there would 
have been no German funds left in Germany after the amnesty of 1932, and 
there would have been no need to repeat the offer. What he overlooks is that 
many people having funds abroad in 1932 may have chosen not to respond 
to Papen’s offer of amnesty, and that the tightening of exchange control 
under the Nazi regime was a gradual process. Many millions must have 
found their way out of Germany during the early years of the Nazi regime, 
until most, if not all, loopholes had been stopped. Moreover, many German 
holders of dollars may have considered it necessary by 1938 to repatriate 
their funds because they needed the reichsmarks for their business or for their 
private requirements. Finally, many people who were not impressed by the 
relatively mild penalties operating in 1932 may have been only too glad to 
escape the draconian penalties introduced by 1938. 

I agree that exports constitute by far the most important source from 
which individuals could acquire foreign exchange in circumvention of the 
law. Even the control of this source can be made much more efficient, however, 
with the aid of postal censorship. Nothing your contributor said has in any 
way weakened my conviction that in the absence of posta] censorship any 
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attempt at preventing an unauthorized outflow of capital would break down. 
Too much is at stake to justify half-measures during the post-war years. 
The difference between the degree of the outflow of capital with and without 
postal censorship may just make all the difference between our being able 
or unable to maintain the stability of sterling without credit restrictions and 
dear money, which again would make all the difference between our being 
able or unable to solve the problems of adjustment to peace economy and the 


achievement of full employment. 


I am, Sir, etc., 
PAUL EINZIG. 





STANDARD BANK OF SOUTH AFRICA 


RECORD BALANCE-SHEET 


LORD BALFOUR OF 


meeting of the Standard Bank of South 

Africa, Ltd., was held on August 25 at 
10 Clements Lane, London, E.C. The Rt. 
Hon. Lord Balfour of Burleigh presided. 

The following is an extract from the Chair- 
man’s statement which was circulated with 
the report :— 

The balance sheet at March 31 last shows 
the record total of £153 millions. Compared 
with the figures for the previous year there is 
a further increase of about £31 millions in 
deposit, current and other accounts, which 
stand at £136 millions, this being again 
principally due to the large funds available 
as the result of expenditure by the Union 
Government for war purposes. Cash in hand 
and at call and short notice is higher by nearly 
{22 millions, and investments have increased 
by approximately {12 millions, placed in 
Government stocks. There was a decline of 
about £3 millions in bills of exchange pur- 
chased and of some £2 millions in customers’ 
bills, etc., for collection, which was to be 
expected in view of the restriction of shipping 
to goods of an essential nature. The figures of 
bills discounted, advances to customers and 
other accounts show little change. 

The profit and loss account reflects a satis- 
factory position. The balance of profit for 
the year, after making an appropriation to 
contingencies account, was £568,326, being an 
increase of £7,586 over the figure for the 
previous twelve months. With the amount of 
£155,509 brought forward, the sum for disposal 
was {723,835. The interim dividend paid in 
January last absorbed £125,000, and after 
appropriating £50,000 for bank premises there 
is a balance of £548,835. 

It is recommended that £150,000 be allocated 
to the officers’ pension fund, that a final 
dividend of 7s. per share be paid, together with 
a bonus of 2s. per share, making a total of 
14 per cent. for the year, and that £173,835 be 
carried forward. 


T= one hundred and thirtieth ordinary 





BURLEIGH’S STATEMENT 


When it was decided in 1914 to discontinue 
the holding of two meetings in each year the 
shareholders were informed that an interim 
statement of accounts would be published in 
addition to the annual balance sheet. That 
practice has since been followed, but, having 
regard to the restrictions on the use of paper, 
copies of the statement of accounts as at 
September 30, 1942, were only sent to share- 
holders on application being made for them. 
Very few such applications were received, and 
apart from the economy in paper and saving 
in time and labour, I feel sure the shareholders 
will agree that the preparation of an interim 
statement of accounts is now hardly warranted. 


POSITION IN SOUTH AFRICA 


With regard to conditions generally in 
South Africa, the process of continuous 
adaptation of Union ‘economy to the fresh 
demands of the country’s war effort has 
proceeded satisfactorily and the enforced 
absence of various external supplies has en- 
couraged the development of local resources 
with marked success. The direct and indirect 
contributions of the gold-mining industry have 
again proved indispensable to the mainten- 
ance of general economic activity. 

In Southern Rhodesia special efforts con- 
tinue to be made to develop base mineral 
deposits to meet war demands, and the pro- 
duction of copper in Northern Rhodesia has 
proved a valuable asset to the United Nations. 
In Nyasaland general business was good during 
the year owing to the better returns received 
by the farming community. 

Though many obstacles have had to be 
overcome and a prolonged drought was ex- 
perienced, the East African territories have 
continued to play a great part in the war effort 
as producers of essential materials. 

The report and accounts were unanimously 
adopted. 
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Publications Received 


World Economic Survey 1941-42. League of Nations Publication (Allen 
& Unwin, price 10s.)._ The League publications, like good wine, improve with 
keeping. Five or ten years after publication they provide a quite invaluable 
record of economic events. But at the time of their appearance, while it is 
extremely useful to have the latest available information coilected together 
between two covers, the information itself can hardly hope to be completely 
topical. Thus, a great deal of the material contained in the present survey, 
extending up to about June 1942, has already appeared in one form or another, 
even though most people might find it difficult to lay their hands on any 
particular item. Apart from a general outline of the situation in different 
countries, the main sections of this volume deal with production, consumption 
and rationing, finance and banking, price movements and price control, inter- 
national trade and the world transport situation. The latter in particular 
has been drastically changed by subsequent events. 

One or two examples will indicate the kind of interesting data, not readily 
accessible elsewhere, to be found scattered throughout the work. Thus, the 
enormous wartime expansion in United States imports of strategic materials 
is indicated by the following table, given in the chapter on international trade : 


UNITED STATES IMPORTS, JANUARY-SEPTEMBER 1939/41 
$ (000,000’s) 








1939 1940 1941 
Rubber ‘a ‘ ba ii rv 119.4 223.7 318.3 
Wool, raw es ay oa ed 7 34.6 50.6 163.3 
Tin, unworked and tin ore (tin content) iia 45-7 93-3 137.2 
Copper unworked és av ‘s 1.0 6.3 67.2 
Hides and skins, raw... aig a oe 33-7 37.0 56.9 
Jute, including yarn, burlap, etc re a4 26.4 44.1 43-8 
Nickel and alloys ad , Sh = 19.8 29.8 39.0 
Wood, sawmill products es ‘3 - 3.4 16.8 32.4 
Lead unworked .. . , es one o.! 0.4 15.9 
Manila hemp eid a ax - . 2.5 4:1 8.2 
Tobe... a $9 j ° 206.6 512.7 875.2 
Percentage movement (1939 =100) 

Above articles os . is si 100 173 295 

All other goods = , ‘ : 100 102 109 


Imports of these items, it will be seen, rose nearly threefold in value terms 
between 1939 and 1941, whereas imports of all other goods increased only by 
g per cent. It is satisfactory to note that in most cases the increase in the 
value figures is not due to any great extent to rising prices but measures a 
substantial increase in the tonnage of imports. Imports of tin, for example, 
rose from 100 million lbs. in the first nine months of 1939 to 293 million Ibs. 
in 1941, and imports of rubber from 361 million lbs. to 1,711 million Ibs. 

So far as our own trade is concerned, it is stated that in the first six months 
of 1941, exports of iron and steel manufactures, of machinery and cotton 
piece-goods, were all reduced to about half the 1940 level. The survey gives 
a quantitative measure of the shift in the terms of trade in Germany’s favour 
imposed by that country on neighbouring territories. The available informa- 
tion, it is stated, suggests that at the end of 1941 their import prices had 
doubled, whereas the price of their exports had risen by only about half, this 
result being secured not only through imposed depreciation in the exchange 
value of the currencies of occupied countries but also from the direct control 
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THE CHARTERED BANK OF 
INDIA, AUSTRALIA & CHINA 


Incorporated by Royal Charter 1853 
CAPITAL £3,000,000 RESERVE FUND £3,000,000 
BRANCHES AND AGENCIES throughout INDIA and THE EAST. 


The Bank offers a complete Overseas Banking Service 
and provides exceptional facilities for financing every 


description of trade with the East. 

Deposits for Fixed Periods or repayable at call or at 
short notice are received at rates which may be _ascer- 
tained on application. 


The Bank also undertakes Trusteeships and Executor- 
ships. 
HEAD OFFICE: 38, BISHOPSGATE, LONDON, E.C.z. 


West END BRANCH : 
28, CHARLES II STREET, HAYMARKET, S.W.1. 
MANCHESTER BRANCH: 52, MOSLEY STREET. 
NEW YORK AGENCY: 65, BROADWAY, NEW YORK CITY. 
AFFILIATED BANK IN INDIA: 
THE ALLAHABAD BANK LTD. with 15 BRANCHES and 30 SUB-AGENCIES. 









THE 


ANGLO-PALESTINE BANK L"™ 


INCORPORATED 1902 
Stafford House, King William Street, London, E.C.4 


GENERAL MANAGEMENT - ~-_ TEL-AVIV 





Branches : 
TEL-AVIV, JAFFA, JERUSALEM, HAIFA, TIBERIAS, SAFAD, 
PETAH-TIKVAH, HEDERA, HADAR-HACARMEL, REHOVOTH 


Affiliation: THE GENERAL MORTGAGE BANK OF PALESTINE LIMITED, TEL-AVIV 





UNDERTAKES EVERY DESCRIPTION OF BANKING 
SERVICE FOR BUSINESS WITH PALESTINE 
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of export prices and by the suppression of German export premia. On the 
financial side, one especially interesting item is a table showing that a decline 
in the velocity of circulation of bank deposits has been common to almost 
every important country. It has been particularly marked in our own case, 
where the rate of turnover of current accounts at the end of 1941 was only 
70 per cent. of the 1938 level and that of all deposits only 82 per cent. 
British Government Securities Taxation of Interest, by G. B. Burr, 
F.CLS., F.T.LI. (Jordan & Sons, Ltd., price 1s.) Handy tables showing 
the terms of conversion and redemption of the leading Government stocks, 
and whether tax is deducted, together with brief notes on such topics as 
income-tax exemptions, surtax, and liability to E.P.T. and N.D.C. 


The ‘Why’ and ‘How’ of Insurance, by J. Dyer Simpson. (Turner & 
Dunnett, Printers, Liverpool; price 6d.) . 
The Economist, 1843-1943. (Oxford University Press, price 7s. 6d.) 


Appointments and Retirements 


District Bank—The Earl of Crawford and Balcarres has been appointed a 
member of the board. Lord Crawford is chairman of the Wigan Coal Corpora- 
tion and the Wigan Coal and Iron Company, a director of Rylands Brothers 
and of the Whitecross Company, and joint vice-chairman of the Lancashire 
Steel Corporation. 


Lloyds Bank—Executor and Trustee Department, E.C. (at Ewhurst): Mr. 
D. H. Turner, hitherto joint manager, to be sole manager on the approaching 
retirement of Mr. L. C. G. Dewing; Mr. L. Allen, hitherto assistant manager 
to be deputy manager, and Mr. R. C. Strange to be a sub-manager. 


Midland Bank—Mr. Stanley Christopherson, hitherto deputy chairman 
of the Midland Bank, has consented to accept the post of chairman until a 
permanent chairman is elected in succession to the late Mr. Reginald McKenna. 
Mr. Christopherson, who is in his 82nd year, joined the board of the London 
Joint Stock Bank in October, 1907. In 1918 this was amalgamated with the 
Midland Bank, of which he became deputy chairman in February, 1922. 
Among other directorships, Mr. Christopherson is on the boards of the Standard 
Bank of South Africa and of the Yorkshire Penny Bank. 

National Bank of India—sir Robert Niel Reid, K.C.S.I., K.C.LE., has 
joined the board. 

Williams Deacon’s—Mr, Douglas Thornbury Garrett, senior partner 


of Parker, Garrett and Co., solicitors, London, has been elected to a seat on 
the board. Mr. Garrett is a director of the Legal and General Assurance Society. 


Lord Hayter 
Congratulations on a remarkable record of service are due to Lord Hayter, 
who celebrated his 95th birthday on August 29. Head of Chubb and Sons 
for 68 years, he is still—after no less than 73 years of service—an active member 
of the board and regularly attends its meetings. 
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